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"ALLOUT "AID 
or OIL WELL 


While the value of acidizing is well 
undessteed; maximum i 
possible only when these three principles 


are observed: (1) a complete line of 
special acids developed to meet various 
oil well conditions; (2) experience in 


placing fluids at specific points in wells; 


(3) suitable equipment and competent 
; personnel... .We endeavor to have all of 
them available to your wells ata reason- 
able price. In addition, we have various 
mechanical accessories and chemical 


laboratories in the field to help with 


your special problems. 
SERVICE HALLIBURTON 


OIL WELL CEMENTING CO. 
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U. S. Navy Patrol Bomber — this “flying battleship” covers in 212 hours 
the distance it would take a destroyer 24 hours to patrol. 


Thousands of Feet In the Air... 
Thousands of Feet Under Ground! 


Every month sees hundreds At the same time, hundreds 


of Hughes Rock Bits “take 
to the ground,” making fast, 
straight, full-gage hole, drill- 
ing for the oil so necessary 
to “keep ‘em flying.” 


Hughes Tool Company - Houston 


of new, modern fighting planes 
“take to the air’’ as our 


country prepares for any 





eventuality. 
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INTER AMERICAN INDUSTRIAL DEVELOPMENT 


Among other far reaching results of the present war 
there inevitably will be a profound effect on the position 
of Western Hemisphere countries and their relations 
one to another. This change in fact is taking place now. 
It portends a position of vastly increased importance for 
Latin America in international trade and a closer and 
more practical relationship between the peoples of the 
northern and southern continents. Some of the steps 
being taken to implement this broader economic solidar- 
ity are described in articles on other pages of this issue. 


In the commercial field the changes that already have 
taken place are remarkable. Exports from Latin 
America to the United States in 1940 were more than 
$100,000,000 greater than in the year preceding. In the 
first five months of the current year they have doubled 
as compared with the corresponding period of 1940 
and they are proceeding at the rate of over a thousand 
million dollars for the year. Their growth in value has 
more than offset the decrease in Latin America’s ship- 
ments to Europe though of course they do not consist of 
identical products. In imports from the United States 
the increase likewise has been large. 


Although the future industrial development of Latin 
America will embrace many lines of activity, one in 
which early and rapid progress may be looked for is the 
further expansion of the petroleum industry. Eastward 
movement of the European war, involving the great 
oil producing areas of the Near East, has made the 
Western Hemisphere almost the sole dependable source 
of petroleum for the time being and has focussed in- 
terest and activity upon the undeveloped potentialities 
of the Latin American countries. Quite aside from the 
immediate situation created by wartime developments 
it is evident that oil will play a much more important 
role in the world of the future than it ever has in the 
past and that Latin America will be in a position to 
benefit greatly by this change if its production and 
export capacity can be expanded substantially. 


Fortunately this is a field of enterprise in which North 
and South American interests can work together to 
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mutual benefit as is attested by extensive past experi- 
ence. The United States, which for seventy years has 
led the world in the technique of oil discovery, pro- 
duction and refining, is able to provide the capital and 
technological ability needed to develop the oil industry 
beyond its own borders to the great advantage of the 


nations possessing latent petroleum resources. 


Looking backward over the history of the petroleum 
industry it appears clearly that its progress has been 
most rapid and successful where private enterprise has 
been allowed to take the heavy risks involved in ex- 
ploration and development, to bear the losses that in- 
evitably befall and to share returns on a basis com- 
mensurate with initial risks in those cases where success 
is attained. The fact that many methods of explora- 
tion are brought into play where private interests carry 
on the work, that expenditures are limited only by the 
willingness of investors to hazard their capital instead of 
being drawn from public treasuries that are seldom 
plethoric and that the most up-to-date methods and 
equipment are employed in order to save time and ex- 
pense for the operators undoubtedly contributes to this 
result. At the present moment aerial and ground surveys 
are being carried on in many parts of Latin America 
while elsewhere drills are sinking wildcat wells that 
more often than not result only in million-dollar dry 
holes in the effort to locate new fields. This huge outlay. 
as well as additional borings under way to extend proven 
areas, is all directed to the end of making more oil avail- 
able to satisfy growing demands; but wherever this result 
is attained it likewise contributes largely to fiscal re- 
sources for needed public improvements or to meet 


other requirements of government. 


The pattern of development that has been followed 
successfully in bringing petroleum resources to produc- 
tive use is one that can be extended to many other fields 
of endeavor, expanding and diversifying the industries 
of the American republics and placing the commercial 
system of the Western Hemisphere on a footing which, 
without excluding outside trade relations, will give it a 


position of welcome independence and self reliance. 
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WASHINGTON 


Clearance Section of Export Control 
Administration Designed to Reduce 
Delays in Vital U. S. Shipment to 


Friendly Nations—Relief Proposed 


for Puerto Rican Shortage—Tankers 


for Latin America. 


WV iru =the export control system now ex- 
tended to commodities constituting approximately 
80 percent of the total value of exports from the 
United States in the first five months of this 
year, the Administration is experimenting with a 
new service, designed to facilitate exports to and 
imports from friendly foreign nations whose 
economies have been upset by the European and 
Asiatic wars. This is a clearance section, newly 
established in the Office of Export Control: a 
central point through which an exporter or 
manufacturer in the United States may submit 
proposals tor the export of articles deemed essen- 
tial to the economic well-being of friendly na- 
tions. The plan envisions immediate consulta- 
tion by the export control administration with 
all interested government agencies and their ap- 
proval or rejection of the proposal with the 


minimum of delay. 


(General Russell L. Maxwell, export control ad- 
ministrator, believes this will eliminate the time- 
consuming procedure which has marked clear- 
ance of an export transaction. Contacts have 
been provided through officers of the Clearance 
Section with the State Department, Office of 
Production Management, Office of Price Ad- 
ministration, Army and Navy Munitions Board 
and other government agencies concerned with 
agreements involving fund control and shipping 
space, including the Treasury Department and 
the Maritime Commission. The Office of the 
Coordinator of Inter-American Affairs in the 
State Department is directly consulted in pro- 
posals relating to other American Republics. 
Other agencies of the government concerned with 
export control and licensing have designated ofh- 
cers to represent them in Export Control. 


The plan is a direct result of the State Depart- 
ment’s insistence that export control procedure 
be speeded up by simplification of the involved 
system of priorities so that preference ratings can 
be obtained for equipment and materials urgently 
required to fulfill the civilian needs of those 
American republics whose economic life has been 
badly dislocated by drastic reduction of supplies 
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Moves To Expedite Export Shipments 





* 
© Harris & Ewing 


Brig. Gen. Russell L. Maxwell, export control administrator, 
under whose direction a new clearance section has just been 


announced. 


brought about by the present war emergency. 
President Roosevelt laid down the broad policy 
upon which the new clearance plan is to operate, 
in a letter to William S. Knudsen, director of 
the Office of Production Management: 

“.. We have recognized that the economic well 
being of our neighbors is an integral part of the 
hemisphere defense program. . . . I am now ad- 
vised that the pressure upon our production 
facilities resulting from our national defense pro- 
gram is resulting in the unavailability of indus- 
trial and consumer goods for delivery to the 
other American republics. This threatens serious 
dislocations in their economies. In the interest of 
hemisphere defense, therefore, it now appears 
desirable to give the vital requirements of these 
republics such priority as may be necessary to 
maintain their industrial and economic stability, 


provided that there should be no prejudice to the 
national defense program of this country * 


The establishment of the Clearance Section, it 
has been emphasized, does not in any manner 
change the procedure for obtaining export 
licenses, which, requiring direct contact between 
foreign governments and the United States con- 
cerning exports, are handled by the State Depart- 
ment. The important feature of the new clear- 
ance plan appears to be in the combination of the 
proposal and subsequent application for export 
license with obtaining a priority if the latter is 
needed. If a preference rating is requested this 
will be obtained in the course of the clearance, 
but requests for priority ratings must not be 
made until the applicant has established the fact 
that the rating is actually necessary to secure 
delivery. 
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Defense Petroleum Coordinator Harold Ickes, center, and deputy coordinator Ralph 

K. Davies (third from left) meet with chairmen of the five regional oil industry 

committees just before Secretary Ickes left on his vacation. Chairmen of the five 

regional committees are, left to right; W. H. Ferguson, Frank Phillips, A. L. Weil, 
Charles F. Roeser and John A Brown. 


Puerto Rican Oil Shortage 


Evex more than the Atlantic states of the 
United States, Puerto Rico is dependent upon 
sea-borne traffic for its supply of petroleum prod- 
ucts and the Island’s situation in this respect is 
more serious than that of the eastern seaboard, 
as pointed out recently by the Puerto Rican 
Chamber of Commerce. Puerto Rico has abso- 
lutely no fuel resources of its own and where 
the Atlantic states can depend in some cases on 
substituting coal for fuel oil, no such alternate 
fuel supply exists on the Island. Shipments of 
fuel oil are necessary to keep industrial produc- 
tion at normal levels. While the Island produces 
a great deal of hydro-electric power, the cutting 
off of fuel shipments would cut kilowatt hour 
production by as much as 40 percent in some 
months of the year. The situation is the same 
vith respect to Diesel fuel for industrial instal- 
lations and for non-electric pumping plants. From 
the standpoint of transportation, Puerto Rico 
must have about 4,000,000 gal. of gasoline per 
month for normal intra-island transportation and 
communication. That figure is constantly rising 
s the army and navy continue to pour new fleets 
ot trucks, cars, planes and tractors into the con- 
truction and maintenance of bases that seem des- 
tined to rank as some of the most important in 
he Atlantic. 


‘;eographically, however, the situation of the 
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Island in respect to petroleum product sources is 
extremely favorable. The Island lies but 48 
hours tanker distance from the great refineries of 
Aruba and Curacao. Gasoline, kerosene and 
Diesel fuel from these refineries can only be im- 
ported over the substantial tariff barrier and as 
a result distributors have been in the habit of 
drawing only fuel oil supplies from these sources, 
depending on shipments from Texas and Louisi- 
ana for gasoline, kerosene and Diesel fuel. Oil 
ports of Texas and Louisiana are more than a 
week away by tanker. 


While discussion of rationing continues, it is 
obvious that a rational plan for Puerto Rican 
supply could be worked out by a temporary sus- 
pension of the tariff and the assignment of tank- 
ers whose sailings could be coordinated for maxi- 
mum efficiency. Under these circumstances the 
600,000 tons of petroleum required by the Island 
could be supplied by the use of but two fair sized 
tankers against the six or eight now in this serv- 
ice. These tankers could make the round trip 
from Aruba or Curacao in a week or a minimum 
of three round trips a month. A further speed-up 
could be effected if all petroleum cargoes were 
discharged at San Juan instead of at the Island’s 
three principal ports; in that event it might be 
possible for each tanker to make four or five 
round trips per month. 


It is reported that serious consideration is being 
given to some such plan for supplying the Island 
from the most accessible sources by the authori- 
ties in Washington. In the meantime, the Cham- 
ber of Commerce of Puerto Rico points out that 
rationing of pleasure driving will have little effect 
since it has been estimated that the complete 
elimination of purely pleasure driving would 
only reduce requirements by five percent. All- 
most all of Puerto Rico’s gasoline consumption is 
in the category of necessary transportation tol 
the required flow of materials and passengers. 
On the continuation of this normal flow of trans- 
portation depends much of the work now being 
performed on important military and naval es- 
tablishments on the Island. 


Tanker Pool Authorized 


A plan for pooling the facilities of the oil com- 
panies serving the Latin American countries to 
the end that they, despite the shortage of tanker 
tonnage, shall receive a distribution approximate- 
ly equal to that accorded seaboard points in the 
United States, has been agreed upon by the Office 
of the Petroleum Coordinator and the Petroleum 
Supply Committees for Latin America composed 


of the interested companies. 


It is the outgrowth of recent conferences be 
tween R. K. Davies, acting petroleum coordi 
nator, the recently created supply committee, and 
representatives of the Anglo-Mexican Petroleum 
Corp., Atlantic Refining, Socony-Vacuum, Jet 
sey Standard, The Texas Corp. and their various 
subsidiaries. As formally outlined by Mr. Davies, 
the companies will be expected to submit to the 
chief counsel of the Office of Petroleum Co 
ordinator such a pooling arrangement in writing 


for his examination and approval. 


“After its approval in writing by the Chief 
Counsel” said the Davies recommendation, “the 
companies will put into effect a plan to release 
or procure and allocate among themselves and 
among the national and local companies which 
distribute petroleum products in the other Ame 
ican republics, sufficient tanker space which, when 
added to or subtracted from that space other- 
wise available to such national or local com- 
panies, shall result in a curtailment of deliveries 
of petroleum products to each such republic and 
to each such distributing company approximately 
equal to that necessary at seaboard points in the 
United States where a shortage of tanker trans- 
portation facilities results in curtailment of de 


liveries of petroleum or its products. 


Once the plan has received the written approval 
of the legal head of the Office of Petroleum Co- 
ordinator the companies will be enabled to 
“utilize the barge, terminal and storage facilities 
of all in such a way, without regard to in 
dividual ownershop, as to reduce to an absolute 
minimum idle time in port and the splitting 


of cargoes between two or more ports of dis 


(Continued on pore 106) 











A STORY OF NEIGHBORLY 


RELATIONS 


By David Hinshaw 


@ip worcn social cataclysms are giving fresh 
impetus to more than a century of effort by 
leaders of both North and South America to 
establish closer economic, political and cultural 
ties. Underneath the clear need for common de- 
fense and a broader trade base lies the oppor- 
Both 


drawn to- 


tunity for closer spiritual fellowship. 


continents are almost instinctively 
gether in common revulsion from the flaming 
hatred sweeping the old world. 

More clearly than ever before the people of 
both Americas see that together they could feed 
and clothe the world and have plenty to spare 
provided only they are willing to minimize 
irritants, adjust differences and work together 
as good neighbors. Fortunately for the sake of 
western civilization more and more individuals 
and organizations on both continents are trying 


honestly to be good neighbors. 


Everywhere there is talking and writing about 
hemisphere defense and solidarity, credits, loans 
and other projects which might create a Latin- 
North American relationship that will withstand 
the impact of European ideologies. Actually there 
are many excellent examples of a mutually bene- 
ficial association between South American coun- 
tries and our own. 

record of the Venezuelan 


One of these, the 


government and the foreign-owned oil com- 
panies, furnishes an excellent illustration of a 
collaboration which is neighborly in the best tra- 
dition and which is producing practical benefits 
to both. Their simple formula has been common 
justice, the proper regard of each for the rights 
of the other and a zealous fulfillment by each 


of his own obligations. 


Three decades of this kind of relationship have 
taken Venezuela in a magic leap from burro- 
back to airplane transportation; from pointed 
stick and machete agriculture to introduction of 
tractor farming; from primitive housing to the 
twentieth century's and from trails to modern 
highways. Back of this dramatic change in the 
Venezuelan scene has been a steady improvement 
in education and the public health. 


Before Venezuela’s great awakening, which was 
coincident with the production of oil in commer- 
cial quantities, she suffered from strained credit 
and the long ills left in the wake of her valiant 


uf 


struggle for independence. Three generations 
earlier the war of her delivery had exacted a 
frightful sacrifice of property and of life. In its 
wake followed complete dislocation of her econ- 
omy. Bolivar said of it: “All we have gained 
is independence, and we have gained it at the 


cost of everything else.” 


This condition coupled with the fact that only 
about 10% of 
European descent, that 70% are 
bloods and the 


Negroes, helps in part to explain her slow re- 


the Venezuelans are whites of 
mestizos or 
Indians or 


mixed remainder 


covery. An additional reason has been the lack 
of products which could compete on world mar- 
kets. 
zuela had little to offer the world except coffee 


Until the coming of her oil age Vene- 
for which there was an uncertain market. 
Today Venezuela's is the one government in 


the world with neither external nor 


debt. 


of more than $400,000,000 out of income dur- 


internal 
Better still, by a government expenditure 


ing recent years, her three and one-half million 
people have made greater social and economic 
progress than have the people of any other na- 
tion at any time. 


To claim that in thirty short years Venezuela 


with the aid of her oil income has gone from rags 
huts to health 
ignorance to culture would be ridiculous. Thx 





to riches, houses, sickness to 
truth is far more impressive. Much remains to bh 
done for the improvement of the ways of living 
and the outlook of her people but she has mad: 
amazing progress toward the goal of a goo 
life for the majority of them. 


To claim that either Venezuela or the foreig: 
owned oil companies undeviatingly follow th 
Neither part 
A bureaucracy which has grown fron 


Golden Rule would be fatuous. 
does. 
7,000 to more than 42,000 in six years must pe 
force collect more and more money if it is to 
officials and their 
friends’ friends are to keep their jobs. 


exist, if friends and the 
Bureai 
follow 


this practice. In Venezuela the bureaucrats, fol- 


crats in every age, clime and country 
lowing Turgot’s advice, look for the goose which 
will produce the most feathers with the least 
squawk. Since there are more tax feathers in the 
oil industry than elsewhere in Venezuela (and 
of recent years more squawk also) public ofh- 
cials who need more money try to find ways to 
get it legally from that industry. 


Such attempts are all considered a part of the 
day’s work by oil company officials. Reciprocall) 
public officials understandingly appraise the lag- 
gard tendencies of some oil companies. But they, 
nevertheless, and properly prod these laggards 
into line. Differences for the most part are minoi 
ones susceptible to easy adjustment. 


Occasionally there is a major difference such 
as the exoneration issue which was carried to 
Court, 


arose 


the Venezuelan Federal and Cassation 


Venezuela’s Supreme Court. This issue 
over the difference of interpretation of the 1936 
petroleum law. The government contended that 
right, established under 


it could change the 


A camp at the YPF Plaza Huincul field showing the discovery well at left. 































































UNA HISTORIA DE 


AMISTOSAS 


By David Hinshaw 


Boos cATACLIMos sociales del viejo mundo 
stan dando nuevo impetu a los esfuerzos de 
mas de un siglo de los lideres de Norte y Sur 
\mérica para lograr mas estrechas_ relaciones 
economicas, politicas y culturales. En la clara 
necesidad de una defensa comun y de un come- 
rico mas extenso, descansa la oportunidad para 
lograr un mejor compafierismo espiritual. Los 
dos continentes se sienten casi instintivamente 
inidos en su repulsién comun contra la llama 
de odio que esta abatiendo al viejo mundo. 


Con mas claridad que antes, los pueblos de las 
dos Américas ven que juntos podrian vestir y 
alimentar al mundo y tener todavia de sobra, 
siempre y cuando que estén dispuestos a reducir 
al minimo las causas de friccion, arreglar sus 
diferencias y trabajar juntos como buenos veci- 
nos. Afortunadamente, para bien de la civiliza- 
cién occidental, mas y mas individuos y or- 
gainizaciones de ambos continentes estan tratando 
honradamente de ser buenos vecinos. 


En todas partes se esta hablando y escribiendo 
acerca de la defensa y solidaridad del hemisferio, 
créditos, préstamos y otros proyectos que pudie- 
ran crear una relacion entre Norte y Sur 
América capaz de resistir el impacto de las 


ideologias europeas. Actualmente hay muchos 





RELACIONES 


ejemplos excelentes de una asociacion mutua- 
mente provechosa entre los paises de Sur América 


y el nuestro. 


Uno de estos, la historia del gobierno venezolano 
y las compafiias petroleras de capital extranjero, 
ofrece un excelente ejemplo de colaboraci6n que 
es amistosa en la mejor tradicion y que ha pro- 
ducido beneficios practicos para ambas partes. 
Su simple formula ha sido la justicia comin, un 
respeto adecuado de los derechos de cada cual, 
un celoso cumplimiento de las obligaciones 
mutuas. 


Tres décadas de estas relaciones han lIlevado a 
Venezuela en un salto magico de los tiempos 
de transportes a lomo de burro al de los aero- 
planos; desde agricultura con estaca y machete 
hasta la introduccion del tractor agricola; desde 
la choza primitiva hasta la mansion del siglo xx; 
y desde las simples trochas hasta las nodernas 
carreteras. Este cambio dramatico en la escena 
venezolana ha venido respaldado por un mejora- 
miento continuo en educacién y en salubridad 
publicas. 


Antes del gran despertar venezolano, que fue 
coincidente con la produccién de petréleo en 
cantidades comerciales, Venezuela sufrid las 
dificultades de un crédito restringido y las 
grandes dolencias que le dejo su valiente lucha 
para lograr su independencia. Tres generaciones 
atras, la guerra por su libertad le habia de- 
mandado un terrible sacrificio de bienes y de 
vida. Tras de esto vino la completa dislocacién 
de su economia. Sobre esto dijo Bolivar :— 


“Todo lo que hemos ganado es la inde- 
pendencia y la hemos ganado al costo de 
todo lo demas.” 


Estas condiciones unidas al hecho de que sola- 
mente alrededor de un 10% de los venezolanos 
son blancos de descendencia europea, un 70% 
mestizos de sangres mezcladas y el resto indios o 
negros ayuda a explicar en parte su lento recobro. 
Otra razon adicional ha sido la falta de pro- 
ductos que puedan competir en los mercados 
mundiales. Hasta la etapa de su petréleo, Vene- 
zuela ha tenido poco que ofrecer al mundo fuera 
de su café para el cual solamente ha habido un 


mercado incierto. 


Hoy dia el gobierno de Venezuela es el tinico 


en el mundo que no tiene deuda externa ni in- 
terna. Y lo que es mejor todavia, por medio de 
un desembolso oficial de mas de $400,000,000, 
hechos por el gobierno de sus ingresos en afios 
recientes, sus tres millones y medio de habitantes 
han logrado progresar social y economicamente 
mas que ninguna nacidén en cualquier tiempo. 
Seria ridiculo pretender que en trienta anos 
cortos, haya podido Venezuela cambiar con la 
ayuda de sus ingresos petroleros, de harapos a 
riqueza, de chozas a mansiones, de la dolencia a 
la salud y de la ignorancia a la cultura. Falta 
todavia mucho por hacer para el mejoramiento 
de la manera de vivir y las perspectivas de su 
pueblo, pero el pais ha hecho un progreso sor- 
prendente hacia el logro de una buena vida para 


la mayoria de sus habitantes. 


Seria fatuo sostener que ni Venezuela ni las 
compafilas extranjeras de petrodleo se desvian 
nunca de la Regla Dorada. Ninguna de las dos 
observa esta regla escrupulosamente. Una buro- 
cracia que ha crecido en seis afios de 7,000 hasta 
mas de 42,000, tiene necesariamente que cobra 
mas y mas dinero para poder subsistir y si es 
que los funcionarios publicos y sus amigos y los 
amigos de sus amigos quieren conservar sus em- 
pleos. Esta es la practica de los burdécratas de 
toda época, clima y pais. En Venezuela los 
burocratas, siguiendo el consejo de Turgot, 
buscan el ganso que pueda producir mas pluma 
con menos gritos. Puesto que en Venezuela la 
industria petrolera tiene mas plumas en forma 
de impuestos que cualquier otro pais, (y en anos 
recientes también mas gritos), los funcionarios 
publicos que necesitan mas dinero tratan de en 
contrar la manera de extraerlo legalmente de esa 


industria. 


Los funcionarios de las compafias petroleras 
consideran todas estas tentativas como partede 
su dia de trabajo. Reciprocamente, los funcio 
narios publicos avaluan y aprecian las tendencias 
sueltas de algunas compafiias petroleras, pero sin 
embargo las obligan a mantenerse en linea. Ge 
neralmente las diferencias son de poca impor 


tancia. 


Algunas veces resulta una diferencia de impor- 
tancia, como por ejemplo la disputa sobre exo 
neracion que se ventilé ante la Corte Venezolana 
Federal y de Casacién, Corte Suprema de Vene- 
zuela. Esta disputa result6 de una diferencia en 
la interpretacion de la ley petrolera de 1936. 
El gobierno sostenia que podia cambiar el derecho 
que tenian las compafiias, segun las leyes an 
teriores, de importar el equipo necesario sin pagat 
derechos de aduana. Las compafias insistian que 
el gobierno no podia dar a la ley un efecto 
retroactivo. La Corte mantuvo en su fallo que 
el derecho de exoneracion era contractual y en 
tal virtud no podia ser modificado por accidn 
unilateral. Esto no sirvié de solucion al problema 
porque el departamento ejecutivo todavia trata 
de hacer cumplir su pretension y hasta la fecha 
rehusa atenerse al fallo de su propia Corte 


Suprema. 
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earlier laws, of the companies to import neces- 
sary equipment without paying customs duties. 
The companies insisted that the government 
could not make the law retroactive. In its de- 
cision the Court held that the exoneration right 
was contractual in character and could not be 
modified by unilateral action. This did not dis- 
pose of the issue in that the executive depart- 
ment still attempts to enforce its contention and 
so far continues to refuse to carry out the deci- 
sion of its own Supreme Court. 

\ striking commentary regarding these suits is 
that neither government nor oil company officials 
permit their zealous support of their respective 
beliefs to interfere with or disrupt their friendly 





















— -. 
onl 4 
~~" 


v 





om 


_ 
os 


a 
[oe 


7 ago 


an en ted, Om, ae 
ee 


ts 


awe 0 es ew 


. 
tS 


relations. Despite sharp differences the relation- 
ship approximates a model one. The Venezuelan 
government does not harass the oil companies; 
on their part, the companies, through their man- 
agement and employes, are good citizens. 

Fortunately their differences do not interfere 
with 
which yet may prove unique in the history of 


their carrying out a common program 


civilization. In one generation it has transform- 
ed a primitive debt-ridden struggling people into 
a well housed, economically secure nation. 


It took the United States five generations to 
with borrowed 
Its profits from the first World War 


accomplish the same result 


money. 


enabled it to pay off the mortgage which unt 
then European financiers held on its industric 
and our homes. Indications now are that Ven« 
zuela, out of her current income, will be ab! 
to accomplish in two generations what th 
United States did in five generations with fo 
eign capital. 


Integrity and fairness on the part of Venezuela's 
government and outside capital have many a 

vantages for both. Among them are policies of 
government which, as to their cooperation with 
foreign capital, are permanent and _therefo1 

enable the industry to plan in terms of yea 

This makes for efficient and economical opera- 
tion. It permits the orderly drilling of wells 
and the production of oil only as it is needed 
for the market. 


plete and careful geological surveys, reducing 


It allows time for more com- 


the number of dry holes drilled and making the 


expansion of operations gradual enough to pro- 





Left, drilling in the Colon district of Western Venezuela: 
Above, pumping station on the important Oficina-Guanta 
pipeline in Eastern Venezuela. 


duce more oil at less cost. More economical pro- 
duction means bigger profits, which in turn, 
through government cooperation have come to 
mean greater income to Venezuela through taxes 


and royalties. 


The increased income is shared in scores of wavs 
It works this 


1 


not in those terms but in results. 
way: Just and fair dealings create a friend 
mutual regard between the officials of the public 
and those of the industry. Such a relationship 
keeps operating problems at a minimum and en 
ables the industry’s managers to devote more 
time to the social and economic problems of 
their employes. Since more than 90 per cent of 
the industry’s employes are citizens of Venezuela 
it naturally follows that efforts to improve the‘! 
social and economic condition carry over into 
the larger field which takes in the entire natio 

The nub of the Venezuelan-foreign owned oil 
relationship thus appears to be and is an atti- 


tude, a way of living and working and dealing 
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A White truck moving tanks into a YPF tank farm in 


Un comentario notable acerca de estos litigios 
es que ni el gobierno ni los oficiales de las com- 
pafiias petroleras permiten que su celoso apoyo 
de sus creencias respectivas interrumpa 0 rompa 
sus amistosas relaciones. A pesar de ciertas dife- 
rencias claramente marcadas, estas relaciones son 
casi un modelo. El gobierno no molesta a las 
compafiias petroleras y ellas por su parte, tanto 
directores como empleados, se empefian en ser 
buenos ciudadanos. 


Afortunadamente, sus diferencias no impiden 
la ejecucion de un programa comun que todavia 
puede llegar a ser unico en la historia de la 
civilizacion. Durante el curso de una generacion 
ha transformado a un pueblo primitivo y agobia- 
do por deudas en una nacion educada, economi- 
camente tranquila y bien alojada. 


Los Estados Unidos se demoraron cinco ge- 
neraciones en lograr el mismo resultado con dinero 
prestado. Sus ganancias de la primera guerra 
mundial les permitieron saldar la hipoteca que 
hasta entonces tenian los financieros europeos 
sobre las industrias y hogares americanos. Todo 
parece indicar ahora que Venezuela con sus 
ingresos corrientes podra lograr en dos genera- 
‘iones lo que los Estados Unidos hicieron en cinco 
‘on capital extranjero. 


La integridad y equidad por parte del gobierno 
le Venezuela y del capital exterior, redundan 
en muchas ventajas para ambas partes. Entre 
ellas se encuentra la politica del gobierno que es 
permanente en cuanto a cooperacion con capitales 
extranjeros y, por lo tanto, permite que la in- 
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Argentina. 


dustria haga sus planos para largos periodos de 
anos. Esto resulta en un funcionamiento eficaz 
y econdmico. Permite que se puedan perforar 
pozos con orden y que la produccion del petroleo 
se conforme solamente a las necesidades del mer- 
cado. Da tiempo para el estudio y levantamiento 
de planos mas completos y cuidadosos, disminu- 
yendo la cantidad de pozos secos perforados y 
haciendo que la expansion de operaciones sea 
gradual y suficiente para producir mas petroleo a 
un menor costo. Una produccién mas economica 
se traduce en mayores ganancias, las cuales a su 
vez, mediante la cooperacion del gobierno, han 
venido a significar mayores entradas para Vene- 


zuela en impuestos y regalias. 


Se participa de este aumento de rentas de varias 
maneras, no en esos términos, sino en resultados. 
Esto es lo que sucede: las relaciones comerciales 
justas y equitativas producen un respetuo mutuo 
y amistoso entre los funcionarios publicos y los de 
la industria. Una relacién de esta clase reduce 
y mantiene los problemas de operacién a un 
minimo y permite que los directores de las in- 
dustrias dediquen mas tiempo a los problemas 
sociales y econdmicos de sus empleados. Como 
mas de un 90% de los empleados de la industria 
son ciudadanos de Venezuela naturalmente los 
esfuerzos que se hagan para meporar sus con- 
diciones econdmicas y sociales acaban finalmente 
por abarcar la nacion entera. 


El secreto de las relaciones entre Venezuela y 
las compafiias extranjeras parece ser y es una 
actitud, una manera de vivir y trabajar y de 
traficar juntos en armonia y en un espiritu de 





Mendoza, 


mutua ayuda basado en la creencia de que esto 
es deseable y conveniente para ambos. EF] gobierno 
y los funcionarios de la industria tienen con 
ferencias frecuentemente en las cuales se discuten 
los problemas y actividades de la industria 


otras muchas cuestiones de interés comun. 


Un problema cuya solucién ha sido de gran 
beneficio para Venezuela fue discutido en estas 
conferencias, y fue un problema industrial que 
tenia que ver con la pronta salida y despacho de 
los tanques petroleros y el mas rapido movi 
miento del material importado. Para lograi 
estos servicios, la industria al principio pagaba 
derechos directamente a los oficiales de la 
Aduana. Aun cuando este sistema daba resultado 


a la industria, no beneficiaba ni al gobierno ni 


al publico. La industria propuso que en vez de 
pagar estos derechos a los funcionarios de la 
Aduana, se pagara al gobierno. Los pagos debian 
hacerse parte en efectivo y partes en trabajos 
publicos; construccién de hospitales, carreteras, 
acueductos municipales, muelles, aduanas y otros 
edificios publicos que designara el gobierno. FI 
gobierno aprobo esta proposicion y asi los ““Acuer- 
des de la Habilitacion de Aduanas” vinieron a 


ponerse en practica. 


Desde que se hicieron estos arreglos, la industria 
ha gastado varios millones de dollares en Ilevarlos 
a cabo. Entre los trabajos publicos se cuentan 
la construccion y equipo completo de un hospital 
publico en la ciudad de Maracaibo a un costo 
de aproximadamente $750,000; construccién de 
una carretera de Aragua de Maturin a Caripe a 


un costo de unos $550,000; construccién de 


4] 








together in harmony and mutual helpfulness, 
carried on in the belief that it is mutually de- 
sirable and advantageous. Government and in- 
officials hold conferences at 
which the industry’s own problems and activities 
and numerous other common interests are dis- 


dustry frequent 


cussed in a constructive atmosphere. 


One problem, whose solution has been of great 
benefit to Venezuela, was worked out at these 
conferences. It was an industry problem which 
had to do with the prompt clearance and dis- 
patch of oil tankers and speeding up the move- 
ment of imported material. To secure the serv- 
ice the industry at first paid fees directly to 
customs officials. While this system produced in- 
dustry results it benefited neither the govern- 
ment nor the public. The industry proposed 
that instead of paying fees to customs officials it 
pay the government. Payments were to be made 
partly in cash and partly in public works: con- 
struction of hospitals, highways, municipal water 
systems, wharves, customs houses and other 
public buildings as designated by the government. 
The government approved the proposal and the 
“Customs Habilitation Agreements” came into 
existence. 

Since making these agreements the industry 
has expended several million dollars in carrying 
them out. Among the public works have been 
construction and complete equipment of a public 
hospital in the city of Maracaibo at a cost of 
approximately $750,000; construction of a high- 
way from Aragua de Maturin to Caripe at a 
cost of about $550,000; construction of wharves 
and the customs house building at Puerto Cari- 
pito at a cost of about $200,000; construction 
of docks, wharves and public buildings in the 
State of Anzoategui at a cost of approximately 
$1,750,000; construction of water systems at 
Irapa and Yaguaraparo in the State of Sucre at 
a cost of about $60,000. 


Altogether the industry has built hundreds of kil- 
ometers of hard surfaced highways under these 
agreements. The dollar cost of this public con- 
struction is substantial but the industry’s con- 
tributions in services of the organization, man- 
agement and engineering skill which planned and 
carried out the works is equal to the dollar con- 
tributions. 


Quite apart from the projects constructed in 
payment for services received are many others 
which have been constructed by the industry 
on its own initiative and with its own funds. 
These projects may serve both the industry and 
the public; some serve the public only. They 
include making aerial mosiacs of many sections 
of the country; the dredging of the Maturin Bar 
and the Maracaibo Lake Bar; construction of 
more than a dozen airports; the lighting of 
different rivers and water ways; construction 
of private terminals where no public ones exist 
and placing them at the disposal of the govern- 
ment; cooperation with the government in main- 
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taining law and order in the areas where the 
industry operates; opening private roads for 
public use; drilling water wells gratis for vil- 
lages in operating areas; helping finance an auto- 
ferry-boat service across Lake Maracaibo; con- 
structing churches, clinics and hospitals in many 
towns and villages in operating areas without 
cost to the municipalities; providing government 
agencies with supplies at cost; surveying land 
without charge for individuals who seek to take 
up and obtain title to public lands near the 
camps; subscribing and paying for approximately 
40% of the now issued stock of the new Caracas 
Hotel Company in the belief that adequate hotel 
accommodations would encourage tourists from 
the United States to visit Venezuela; providing 
electricity for street lighting, oil for street sur- 
facing and water for public fountains in villages 
near its camps from the industry’s power and 
water plants. One company, the Standard of 
Venezuela, in an effort to develop qualities in 
Venezuela’s cattle that would have more _ re- 
sistance to heat and to ticks and other pests, and 
at the same time would improve the beef-produc- 
ing qualities, purchased and sent to Venezuela 
twenty head of Santa Gertrudis cattle in which 
these qualities have been developed in the United 
States, and presented them to the government 
and cattle breeders. This company also arranged 
and paid for making an economic survey of 
Venezuela which it presented to the government. 


This economic survey, made by a leading United 
States engineering firm, includes a study of the 
industrial possibilities of Venezuela. It marked 
the first step in an oil industry program of seek- 
ing out, encouraging and aiding where possible, 
the development of Venezuelan industrial enter- 
prises from which the industry may be able to 
purchase more and more of the supplies it re- 
quires. This increase in the amount of Vene- 
zuelan goods purchased enables the industry to 
leave a correspondingly greater portion of its 
operating income in the country. One oil com- 
pany, for example, increased its 1938 purchases 
of Venezuelan goods over those of 1936 by more 
than one and a quarter million dollars. 


These new Venezuelan industries or expanded 
old ones will create jobs for workingmen, profits 
for investors, taxes for the government and 
raise the standard of living for many people. 


Other direct and important contributions the 
oil industry is making to Venezuela’s social and 
economic progress include houses, hospitals, 
schools and recrration facilities on which it has 
spent more than $16,000,000. The 6000 and 
more homes built by the industry, for its em- 
ployes, aside from the benefits to them, also 
serve the government well as aids in planning 
its own housing activities. The industry's clinics, 
hospitals, school buildings and equipment and 
recreational facilities and organizations also 
serve the public well and in addition serve as 
models and guides in the government’s develop- 


ments in these fields. 


The industry’s contributions in the educational! 
field are worthy of special mention. These in 
clude schools constructed and supported in the 
different camps of the operating companies. The 
now provide education for approximately 400 
children of Venezuelan employes. Many of th 
schools are equipped with manual training facil 
ties and some offer agriculture 
Scholarships are provided for nurses’ trainin: 
courses in Caracas and similar projects; for at 
tendance at the Geological Institute in Caraca 
which the industry helped to found; and f: 
graduate work in-the United States. 


courses in 


Important as are the industry’s other cont: 

butions to Venezuelan progress and to the ad 
vancement of better Latin-North American re- 
lations it is possible that time will yet prove its 
work in the field of public health of equal value. 
This possibility rests upon the Venezuelan oi! 
industry’s demonstrating, as it yet may, that 
members of the northern races can live in the 
low, humid tropics and retain health and vigor, 
and that the health of the inhabitants, them- 
selves, may be vastly improved with the aid of 
modern science. 


With the aid of specialists the industry is using 
every device and procedure of modern medical, 
dietetic and engineering science. These include 
thorough examination and regular check-up of 
all employes and their families, vaccination and 
prophylactic treatments, periodic examination of 
all food handlers, clean-up squads in all food 
camps, sewage disposal and mosquito control, 
pre-natal clinics and hospital care for expectant 
mothers, school instruction in elementary hygiene 
and the other essentials of a first class public 
health program. These activities are carried on 
in all of the industry’s camps whether in the 
jungle, on the Ilano or on lake or ocean shore. 
The results to date are most encouraging. If 
health for northerners and _ for 
southerners alike is achieved by the program it 
will immeasurably increase the availability of 
tropical products, whether necessities or luxuries, 
to the rest of the world. 


transplanted 


Unusual success has attended the public health 
projects as well as public building, highway con- 
struction, educational and other undertakings of 
the oil industry. This rests partly upon the fact 
that there has been adequate capital to carry 
them through. But all the capital in the world 
would be useless without the information and 
principles discovered and developed by outstand- 
ing scientists, engineers and leaders made avail- 
able to Venezuela by the oil industry. Several 
generations of people in the United States have 
spent millions of dollars in experimental efforts 
to learn how to pasteurize milk, maintain a pure 
water supply, in sanitary engineering, educa- 
tional procedures, highway construction aid 
other activities which have become necessities 
in comfortable living and the healthful advance- 


(Continued on page 112) 
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muelles y el edificio de la Aduana en Puerto 
Caripito a un costo de alrededor de $200,000; 
construccion de muelles bodegas y_ edificios 


publicos en el estado de Anzoategui a un costo 
aproximado de $1,750,000; construccién de 
acueductos en Irapa y Yaguaraparo en el estado 
de Sucre a un costo de aproximadamente $60,- 


000. 


En conjunto la industria ha construido muchos 
kilometros de carreteras cementadas, de acuerdo 
con estos arreglos. El costo en dolares de estas 
construcciones publicas es sustantivo, pero las 
contribuciones de la industria en servicios de 
organizacion, direccion, y experiencia cientifica 
para planear y llevar a cabo los trabajos, es igual 
a la contribucién en dolares. 


Completamente aparte de los proyectos cons- 
truidos en pago de _ servicios recibidos, hay 
muchos otros trabajos que han sido ejecutados por 
la industria por su propia iniciativa y con sus 
tondos propios. Estos proyectos puenden servir 
tanto a la industria como al publico; algunos 
sirven al publico unicamente. Entre ellos estan 
la hechura de planos aéreos de muchas secciones 
del pais; el dragado de la Barra de Maturin y 
de las del Lago de Maracaibo; construccion de 
mas de una docena de aeropuertos; el fondeo de 
diferentes rios y aguas navegables; construccion 
de terminales privados en donde no los habia 
publicos, poniéndolos a la disposicion del gobier- 
no; cooperacion con el gobierno para mantener 
la ley y el orden en los territorios en donde esté 
trabajando la industria; la aperturade caminos 
privados para uso publico; construccién de pozos 
artesianos gratis en los pueblos cerca de los 
campamentos; ayuda en la financiacién de un 
servicio de autobuques a través del Lago de 
Maracaibo; construccién de iglesias, clinicas, y 
hospitales en muchas ciudades y aldeas cerca de 
los campamentos sin costo para las municipali- 
dades; suministro de materiales a las agencias 
del gobierno a costo; estudios topograficos de 
tierras sin hacer cobro a las personas que estan 
procurando buscar y obtener titulos sobre tierras 
baldias cerca de los campamentos; subscripcién y 
pago de aproximadamente un 40% de las ac- 
ciones ya emitidas por el Nuevo Hotel de Cara- 
cas, en la creencia de que las facilidades de un 
buen hotel animaran a los turistas de los Estados 
Unidos a visitar a Venezuela; suministro de 
Electricidad para la iluminacién de calles, pe- 
troleo para cubrir las calles y agua para las 
fuentes publicas de los pueblos cerca de los 
campamentos, de las plantas y acueductos de la 
industria. Una compafiia, la Standard of Vene- 
zuela, en su esfuerzo para mejorar la calidad del 
ganado de Venezuela, para que resista mas el 
calor y a ciertas enfermedades e insectos, y al 
mismo tiempo aumente su produccién de carne, 
compro y envio a Venezuela viente cabezas de 
ganado de Santa Gertrudis, en cuya raza se han 
desarrollado estas cualidades en los Estados 
Unidos, y las regalé al gobierno y a algunos 


ganaderos. Esta compafia también arreglé y 


pago por una investigacién econémica de Vene- 
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zuela, y comunicé el resultado de sus estudios al 
gobierno. 


Esta investigacion econdmica que fue hecha por 
una importante firma de ingenieros de los Estados 
Unidos, comprende el estudio de las posibilidades 
industriales de Venezuela. Ella marco el primer 
paso en el programa de la industria petrolera 
de buscar, animar y ayudar, en cuanto sea posible, 
el desarrollo de empresas industriales venezolanas 
a las cuales pueda la industria comprar mas y 
mas de los productos y articulos que requiere. 
Este aumento en la cantidad de mercancias 
venezolanas que han sido compradas, permite a 
la industria dejar gran parte del capital de sus 
operaciones en el pais. Una compajfiia petrolera, 
por ejemplo, aumenté en 1938 sus compras de 
productos venezolanos sobre las de 1936 en mas 
de un millén y cuarto de dolares. 


Estas nuevas industrias venezolanas o las antiguas 
que han sido ensanchadas crearan mas trabajo 
para los obreros, ganancias para los inversio- 
nistas, impuestos para el gobierno, y mejoraran 
el modo de vivir de mucha gente. 


Otras contribuciones directas e importantes que 
la industria de petroleos esta haciendo para el 
progreso social y econdmico de Venezuela in- 
cluyen casas, hospitales, escuelas y sitios para 
diversiones en todo lo cual se han gastado mas de 
$16,000,000. Las 6000 y mas casas construidas 
por la industria para sus empleados, ademas de 
serles beneficiosas, sirven también al gobierno 
como ayuda para proyectar sus actividades 
propias de urbanizacion. Las clinicas de la in- 
dustria, los hospitales, edificios de escuelas, y el 
equipo para los sitios de recreaciOn, asi como 
su organizacion, también sirven bien al publico 
y ademas son utiles como modelos y guias para 
el desarrollo de los proyectos del gobierno en 
estos ramos. 


Las contribuciones de la industria en el campo 
educativo, merecen una mencidn especial. Estas 
contribuciones incluyen escuelas construidas y 
sostenidas en los diferentes campamentos de las 
compafiias operadoras. Estas escuelas ofrecen 
actualmente educacion a aproximadamente 4000 
nifios de empleados venezolanos. Muchas de las 
escuelas estan provistas de facilidades para en- 
trenamiento manual y algunas tienen cursos en 
agricultura. Se suministran becas para cursos de 
enfermeras en Caracas y otros proyectos seme- 
jantes; asimismo, se ofrecen becas para el Ins- 
tituto Geologico en Caracas, en cuya fundacion 
ayudo eficazmente la industria, y también para 
estudios de especializacion en los Estados Unidos. 


Aun cuando las otras contribuciones de la in- 
dustria para el progreso de Venezuela y para 
el mejoramiento de las relaciones entre las 
Américas son muy importantes, es posible que el 
tiempo llegara a probar su valor también en el 
ramo de higiene publica. Esta posibilidad des- 
cansa en que la industria de petréleos venezolana 
llegue a demostrar, como bien puede hacerlo, que 


las personas de la raza del norte pueden vivir 
en las tierras bajas y himedas del trépico en 
perfecta salud y robustez, y que la salud de los 
habitantes mismos, puede mejorarse considerable- 
mente con la ayuda de la ciencia moderna. 


Con la ayuda especialistas, la industria petrolera 
esta usando todos los descubrimientos y nuevos 
procedimientos de la ciencia médica, dietética y de 
ingenieria, moderna. Esto incluye, por medio de 
examenes y estudios regulares de todos los em- 
pleados y sus familias, vacunas y tratamientos 
profilacticos, examenes periddicos de todas las 
personas que tocan los alimentos, grupos en- 
cargados de la limpieza en todos los campa- 
mentos, facilidades de alcantarillados y control 
del mosquito, clinicas prenatales y hospitales para 
atender a las mujeres que van a dar a luz, ins- 
truccion en la escuela sobre higiene elemental y 
todos los otros puntos esenciales en un programa 
de higiene publica de primera clase. Estas activi- 
dades se llevan a cabo en todos los campamentos, 
de la industria, ya queden en la selva, la Ianura, 
en un lago o a orillas del mar. Los resultados 
hasta ahora han sido sumamente halagiiefios. Si 
se llega a lograr una buena salud para los norte- 
americanos transplantados asi como también para 
los del sur, por medio de este programa, la 
disponibilidad de productos tropicales, ya sean 
necesidades o articulos de lujo, para que los use 
el resto del mundo, aumentara de una manera 
extraordinaria. 


Resultados extraordinarios han logrado los pro- 
yectos sobre higiene publica, construcciones de 
edificios publicos y carreteras, y las obras educa- 
tivas y de otra clase acometidas por la industria 
petrolera. Esto se debe en parte al hecho de que 
ha habido suficiente capital con que llevar a cabo 
esos proyectos. Pero todo el capital en el mundo 
seria inutil sin la informacion y los principios 
descubiertos y desarrollados por prominentes 
hombres de ciencia, ingenieros y lideres, que han 
sido puestos a la disposicion de Venezuela por la 
industria petrolera. Varias generaciones en los 
Estados Unidos han gastado millones de délares 
en esfuerzos experimentales para aprender a pas- 
teurizar leche, mantener una existencia de agua 
pura, en ingenieria sanitaria, procedimientos 
educativos, construccion de carreteras y otras 
actividades que han llegado a ser necesidades para 
gozar de una vida confortable y lograr el sano 
adelanto de un pueblo. La gran mayoria de los 
paises latino-americanos necesitan esta y otra 
informacién semejante todo lo cual puede llegar 
a ser una de las cosas mas valiosas que los Estados 
Unidos tengan para exportar a esos paises, y esto 
puede obtenerse simplemente pidiéndolo, 


Hoy dia muchas de las actividades extraordi- 
narias de la industria petrolera tales como urbani- 
zaciones, trabajos de hospitales y de clinicas, 
labores educativas y otras, han llegado a conver- 
tirse en requisitos legales. Pero esta legislacién se 
promulgé solamente después de que algunas com- 
pafiias habian sefialado voluntariamente el camino 


(Continue a la pagina 115) 
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Political Stability 


By William F. Machold 


Projects Director 
Inter-American Development 


Commission, 


SQHorTLy after the outbreak of the war, the 
Ministers of Foreign Relations of the American 
republics met in Panama to consider the mea- 
sures which might wisely be taken to insure their 
best national interests and the collective interests 
of all the American nations. It was a moment 


ot grave emergency. 


Addressing the conference on September 25, 
1939, Under Secretary of State Sumner Welles 
indicated the interest of his government in co- 
operating to cushion the several economies from 
the shock of the war, to make effective adjust- 
ments to dislocations in international trade and 
finance, and to extend the collaboration on long- 
range developmental programs designed to en- 
hance the well-being of all the peoples of the 
western Hemisphere by a fuller realization of the 
potentialities inherent in its vast resources. 


This was a reiteration of the good neighbor 
policy, to the advocacy of which the United 
States was sincerely devoted. But it was more. 
It constituted a pledge by the United States that 
it was prepared, in collaboration with the other 
American republics, to proceed with the imple- 


Inter-American Economie Collaboration Assures 


mentation of that policy—more rapidly, more 
thoroughly, more effectively. The tempo was to 
be lifted, the scope broadened, to meet the chal- 
lenge of the times. 


In the two years since that historic meeting in 
Panama the face of the world has changed 
greatly. Peace-loving nations have fallen under 
the heel of a conqueror, freedom has temporarily 
vanished from the continent of Europe, sturdy 
citadels of democracy have been sorely threat- 
Here in the Western Hemisphere, how- 
ever, the period has served to evoke a serious 


ened. 


appreciation of the need to defend vigorously the 
free way of life of the Americas and a deepening 
conviction that these nations can and will pre- 
serve that way of life by taking cooperative action 
that properly derives from the essential com- 
munity of interest. In this article the discussion 
will be limited to the economic phases of such 
cooperative action. 


The impact of the war on the economies of the 
other American republics was extremely severe. 
They had normally depended upon foreign mar- 
kets to consume one-third of their production; 
they had derived more than one-third of their 
public revenues from customs duties ; several were 
characterized by monoculture or had but recently 
emerged from that stage of development. The 
vulnerability of such economies to the forces that 
thrive on economic weakness and exploit it as an 
entering wedge for political penetration could not 
be ignored. 


The short-run problem, therefore, was to main- 
tain economic stability, to offset the loss of Con- 
tinental European markets which had taken one 
out of every ten or eleven dollars worth of goods 
produced in the other American republics. The 
long-run projection of that problem was for the 
Americas to take such action as might perman- 
ently strengthen their economies, not alone as 
a protective measure to preserve economic and 
political independence and the social gains of 
recent years, but also as a constructive effort to 
bring about a steady improvement in the standard 
of consumption throughout the Hemisphere. 


The maintenance of economic stability involved 
action along four major lines. First, there was 
the urgent need to expand export markets within 
the Hemisphere. The growing requirements of 


Producing rigs at Tranquitas 

in the northern part of 

Argentina, a field operated 
by the YPF, 


the defense program and the concerted efforts of 
business men in the United States, export inter- 
ests in the other American republics, and their 
respective governments, to develop new sources 
for commodities which had normally been ob- 
tained from other areas, has led to a sensational 
increase in exports to the United States. It has 
been estimated that at the current level of pur- 
chases the United States is providing a market 
for one out of every four dollars worth of goods 
produced in the other republics. 


In 1940 United States imports from the other 
American republics were $170,000,000 greater 
than in 1938. In the first five months of 1941 
the United States imported almost as much as 
in the full year 1938. Imports have been run- 
ning at a level of over a thousand million dollars 
a year, compared with 1938 purchases of about 
$450,000,000. This increase should be compared 
with normal deliveries to Continental Europe of 
$500,000,000 to $600,000,000. Great quantities 
of strategic and critical materials have been ac- 
quired, comprehensive arrangements have been 
entered into with Brazil and Mexico to assure 
markets for a long list of commodities as well as 
to assure their use in the hemisphere defense 
effort, and the output of materials vital to the 
arsenal of democracy is being expanded. By the 
continuing flow of these commodities in ever- 
increasing quantities the other American repub- 
lics are making a substantial contribution to the 
forging of an adequate defense. Industries de- 
voted more largely to civilian production have 
likewise increased their purchases from the neigh- 
boring republics; new sources of supply are be- 
ing developed on a sufficiently sound basis to hold 
out promise of becoming permanent channels of 
trade even after the emergency has passed. 


At the same time the other American republics 
have been studying the possibility of finding new 
outlets among themselves. Although this trade 
normally has been relatively small—$100,000,000 
to $125,000,000 annually—the tendencies to- 
wards diversification which are necesarily uneven 
among the various countries are creating larger 
potentialities for intra-continental trade. 


The second essential to the maintenance of eco- 
nomic stability was to keep the other American 
republics adequately supplied with goods which 
could only be obtained abroad. While the mini- 
mum requirements of these republics were small 
relative to the industrial output of the United 
States, the failure to provide such quantities 
might result in serious maladjustments; causing 
factories to close for lack of machinery parts or 
raw materials, construction work to slow down, 
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La Colaboracion Economica Inter-Americana 


Asegura la Estabilidad Politica 


By William F. Machold 


Director de Proyectos de la Comision para el Desarrollo 


Comercial Inter-Americano 


Ww poco despues del comienzo de las hostili- 
dades en Europa, los Ministros de Relaciones 
Exteriores de las republicas americanas se reu- 
nieron en Panama con el objeto de considerar y 
adoptar las medidas mas convenientes que ten- 
dieran a garantizar y asegurar los intereses in- 
dividuales y colectivos de todas las naciones 
Americanas. Este fue un momento de graves ex- 
pectativas y gran emergencia. 


El 25 de Septiembre de 1939, el Sub-Secretario 
de Estado de los Estados Unidos, Sumner Welles, 
al dirigir la palabra a los conferenciantes les 
manifesto el interés de su gobierno en la coopera- 
cin necesaria para contrarrestar el golpe econo- 
mico causado por la guerra, para asi hacer efecti- 
vo el ajuste a las dislocaciones internacionales en 
las finanzas y el comercio, y de esta manera 
asegurar la colaboracién planeada con el objeto 
de extender, por largo tiempo, el desarrollo del 
programa concebido para realizar el bienestar de 
los pueblos del Hemisferio Occidental, haciéndo- 
les ver las potencialidades de sus vastas riquezas. 


Esta fue la reiteracion de la politica del buen- 
vecino, a cuya propagacion los Estados Unidos 
se consagran sinceramente. Pero era mas. Era 
la promesa de los EE. UU., de que estaba pre- 
parando un plan para colaborar con las otras 
republicas Americanas para continuar dandole 
mas vida a esa politica, mas activa y completa, y 
mas efectivamente. Las causas de retardacion 
tenian que ser removidas y el campo de accion 
tenia que ser ensanchado para responder al 
desafio de las circunstancias. 


En los dos afios que han transcurrido desde la 
reunion histérica de Panama, el mapa del mun- 
do ha sufrido grandes alteraciones. Naciones pa- 
cificas han caido bajo la bota del conquistador, 
la libertad ha desaparecido en el Continente 
Europeo, y las fortalezas de la democracia estan 
penosamente amenazadas. No obstante, aqui en el 
Hemisferio Occidental, estos acontecimientos han 
servido para evocar una seria apreciacion de la 
necesidad que existe en defender vigorosamente el 
libre albedrio de las Américas, y para convencer 
profundamente a estas naciones, de que pueden y 
podran conservar sus libertades por medio de la 
accion cooperativa derivada de sus intereses comu- 
nes. En este articulo la discusion se limitara a 
los aspectos de la mencionada accion cooperativa. 


El impacto de la guerra sobre las economias de 
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las otras republicas americanas fué extremada- 
mente severo. En tiempos normales éstas habian 
dependido de los mercados extranjeros que absor- 
bian una tercera parte de sus productos; habian 
derivado mas de una tercera parte de sus rentas 
publicas por concepto de impuestos aduaneros; 
muchas de ellas dependian de un solo producto o 
industria, 0 apenas estaban emancipandose de este 
estado de produccion. La vulnerabilidad de ta- 
les economias, a las fuerzas que se alimentan de 
la debilidad econémica, y que como tal la ex- 
plotan para conseguir la penetracion ideoldgica, 
no se podian ignorar. 


El simple problema era, pues, mantener una 
estabilidad econémica para neutralizar la pérdida 
de los mercados de la Europa Continental, los 
cuales consumian un dolar de cada diez u once 
dolares de articulos producidos en las otras re- 
publicas americanas. El problema conciso y de 
grandes alcances era, que las Américas tomaran 
medidas necesarias para fortificar permanente- 
mente sus economias, no solo como una medida 
protectiva para conservar la independencia po- 
litica y econémica, mas los beneficios sociales 
obtenidos en los ultimos afios, sino tambien como 
un esfuerzo tacito para conseguir el progreso 
constante en el patron de consumo en todo el 
Hemisferio. El mantenimiento de la estabilidad 
economica implicaba accion a lo largo de cuatro 
vias principales. Primera, existia la urgente 
necesidad de expandir los mercados de exporta- 
cion dentro del Hemisferio. Las crecientes de- 
mandas del programa de defensa, y los esfuerzos 
concertados de los negociantes de los Estados 
Unidos, los intereses exportantes de las otras re- 
publicas Americanas, y sus respectivos gobiernos, 
de desarrollar nuevas fuentes de productos de 
consumo, los cuales anteriormente habian sido 
obtenidos en otros mercados, dio lugar a un 
enorme aumento de exportaciones a los Estados 
Unidos. Se ha calculado que al presente nivel 
de compras, los EE. UU. estan proporcionando 
mercado para el equivalente de un dolar de pro- 
ductos por cada cuatro dolares producidos por las 
otras republicas americanas. 


En 1940, las importaciones de las otras republicas 
Americanas a los Estados Unidos fueron de 
$170,000,000 mas que en 1938. En los primeros 
cinco meses de 1941, los Estados Unidos im- 
portaron casi tanto como durante todo el aio de 
1938. El valor de las importaciones asciende a 
un nivel de mas de mil millones de délares por 
afio, en comparacion a las compras de $450,000,- 
000 hechas en 1938. Este aumento deberia ser 
comparado con las entregas normales a los mer- 
cados de la Europa Continental, las cuales suman 
de $500,000,000 a $600,000,000. Grandes canti- 


dades de materiales de imperiosa y estratégica 
necesidad han sido adquiridos, negociaciones 
comprensibles han sido comenzadas con Brasil 
y Méjico para asegurarles mercados a una larga 
lista de productos de consumo, asi como también, 
para garantizarles el uso de estos productos en 
la defensa del Hemisferio, y, ademas, la pro- 
duccion de materiales vitales para el arsenal de 
la democracia ha sido ensanchada. Por medio del 
aumento y la continua provisién de estas materias 
de consumo, las otras naciones americanas estan 
contribuyendo en forma efectiva al forjamiento 
de una defensa adecuada. Industrias dedicadas 
unicamente a la produccion de articulos para el 
uso de la poblacion civil, también han aumentado 
sus compras en las republicas vecinas; nuevas 
fuentes de abastecimiento estan en proceso de 
desarrollo, y éstas prometen convertirse en canales 
de comercio permanente y que no seran afectados 
por el fin de la contienda Europea. 


Al mismo tiempo, las otras republicas Ame- 
ricanas han estado explorando la posibilidad de 
aumentar su comercio entre si mismas. Aunque 
este comercio, en general, ha sido relativamente 
pequefio -de $100,000,000 a $125,000,000—Ias 
tendencias hacia la diversificacioén de la _pro- 
duccién, y hacia la industrializacion, las cuales 
son necesariamente irregulares entre los varios 
paises, no por esto dejan de dar fuerza a las 
mayores potencialidades de un comercio Inter- 
Americano. 


La segunda via para el mantenimiento de la 
estabilidad econémica, fue la de abastecer ade- 
cuadamente las otras republicas americanas con 
mercancias que antes solamente podian obtenerse 
en el exterior. Mientras que las necesidades in- 
dustriales de estas republicas eran pequefias en 
comparacion con las de los Estados Unidos, la 
omision de proveer las cantidades necesarias po- 
dia resultar en seria discordancia; causando el 
cierre de las fabricas por falta de accesorios o 
materias primas, paralizando en parte la obra de 
construccion, obstruyendo las obras publicas, 5 
fomentando el desempleo de los trabajadores ocu- 
pados en la produccién para el consumo local, 
todo esto era de esperarse con la dislocacion de 
la producci6n principal. Todas estas cosas cons- 
tituirian mayor peso sobre la estructura econdémi- 
ca en una €poca poco propicia, y cuando era mas 
esencial evitarlas. Este problema se manifest6 en 
diferentes maneras: excesiva demanda del dolar, 
y exigencia mayor de facilidades de transporte 
maritimo, necesidades estas de caracter imperati- 
vo en los enormes requerimientos militares y na- 
vales de la defensa nacional. Para ayudar a supe- 
rar la situacion de cambio de moneda, mientras 


estos paises se adaptaban a la nueva perspectiva de 
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public works to be blocked and men producing 
for the home market to be laid off when basic 
primary production for export was also dislo- 
cated. All these would constitute additional 
strains on the economic fabric at the very mo- 
ment when it was essential that they be avoided. 
This problem evidenced itself in several ways: 
pressure on dollar exchange, demand for ade- 
quate availabilities in the 
United States in the face of heavy military and 


tonnage, physical 


naval defense requirements. 


To help tide over the exchange situation while 
countries were adjusting themselves to the new 
trade outlook and to provide funds for dollar 
purchases for developmental projects, the Export- 
Import Bank in the period since the war broke 
out has extended credits of about $250,000,000 
to the other American republics; of this sum 
about $200,000,000 has been extended since the 
Havana Conference of July, 1940 when the full 
force of European events has made itself felt. 
In addition, the Treasury has entered into a 
$50,000,000 agreement with Argentina for sta- 
bilization purposes. With the improvement in 
exports the borrowers are reported to have made 
only a sparing use of their credits to date. 


Provision of adequate shipping to keep the inter- 
American lanes serviced has been a continuing 
problem of great consequence. Official recogni- 
tion was promptly forthcoming of the need for 
keeping these life lines of the Americas supplied 
with sufficient ships to move the great quantities 
of defense purchases, to permit expanded traffic 
in other commodities northward, and to move 
adequate supplies southward. As British shipping 
losses mounted and the expanding military serv- 
ices of the United States required more auxili- 
aries and more space to carry material and men 
to bases, there has been an understandable pres- 
sure on ships serving inter-American commerce. 
Meanwhile, with British attention increasingly 
focussed upon other areas, an additional burden 
has been placed upon United States suppliers, 
notably for the supply of such bulk commodities 
as coal. To help in the solution of the shipping 
problem the United States has not only effected 
a coordinated handling among the several gov- 
ernment agencies concerned with inter-American 
commerce, but also has cooperated with the Inter- 
American Financial and Economic Advisory 
Committee in determining ways of maximizing 
the use of available tonnage. 


Again, as defense production has threatened to 
cut into supplies available for civilian consump- 
tion and for export, the United States has indi- 
cated that a strong effort would be made to share 
the available goods with its sister republics. 
American business, cognizant both of the urgent 
dependence of the other Americas upon U. S. 
sources of manufactured and semi-manufactured 
goods and of the greater facility with which the 
scarcer commodities might be disposed of in the 
domestic market, have demonstrated a willing- 
ness to support the official policy of supplying 
the need of these export markets. The great 
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problem thus has been to reduce to a minimum 
the difficulties incident to export licensing and 
other restrictions necessary during an emergency. 
Continuing study by the Departments of State 
and Commerce, Office of the Coordinator of 
Inter-American Affairs, and the Administrator 
of Export Control, resulted recently in the estab- 
lishment of a Clearance Section in the Office of 
the Administrator of Export Control which 
marks an advance in the solution of the problem. 
Commodity collaboration on a hemisphere scale 
and particularly protective action against dis- 
astrous marketing conditions for the great staples 
By the 
adoption of a quota system for the U. S. coffee 
market, a collapse of the price structure was pre- 
vented which might have been especially serious 
since fourteen of the twenty-one American re- 


has been a third area of cooperation. 


publics export coffee, which comprises one out 
of every $20 worth of production in the south- 
ern republics, and is their most important single 
export. While certain difficulties have arisen 
during the first year of operation of the agree- 
ment, it is expected that they will be equitably 


A fourth requisite for meeting the economic 
problems of the emergency was so to improve 
the machinery of inter-American trade as (1) 
to prevent its prostitution to the purposes ot 
political penetration and propaganda calculated 
ultimately to weaken the sovereignity of free 
and independent nations, and (2) in its positive 
aspect, to place the trading mechanism more 
and more into the hands of nationals of the 
respective countries. Efforts to these ends, fol- 
lowing the study by the office of the Coordinator 
of Inter-American Affairs which revealed that 
U. S. goods were in many cases being distributed 
by pro-Axis firms which were actively engaged 
in propaganda to weaken the defenses of the 
hemisphere against aggressors, should bring en- 
during benefits to inter-American commerce. 
The critical demands of the emergency, how- 
ever, have not been allowed to obscure the larger 
goal. Basicly, this hemisphere builds. Whatever 
diversion of energies may be necessary tempor- 
arily to provide an adequate defense, our efforts 
are directed fundamentally at building up, not 
tearing down, just as we may hope in the post- 


Point-a-Pierre refinery in Trinidad. 


settled. The cacao producing countries have also 
been studying the possibility of collaborative 
action. During July a conference of the leading 
wheat producing nations was held which is re- 
ported to have resulted in the drafting of a 
provisional agreement for transmission to the 
respective governments. The cooperative ap- 
proach to the solution of commodity problems 
is significant not alone for its effectiveness in the 
current emergency but also as a promising in- 
strument in the solution of post-war problems. 


war period to be engaged within our borders ir 
construction, not reconstruction. The long-range 
aspect of inter-American cooperation looks t 
providing more goods for more and more persons. 
It may properly be asked: Is there any incon 
sistency between the objectives of inter-America! 
economic collaboration and the recent Roosevelt 
Churchill joint declaration of principals on whicl 
are based hopes for a better future? Point five 
of the declaration reads: “They desire to bring 
about the fullest collaboration between all na- 
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comercio, y para suplir fondos para la compra de 
délares con que evolucionar estos proyectos, el 
Banco de Exportacion e Importacion, desde que la 
guerra comenzo hasta el presente momento, ha ex- 
tendido créditos de cerca de $250,000,000 a las 
otras republicas americanas; de este total, alre- 
ledor de $200,000,000 han sido facilitados desde 
la Conferencia de la Habana, la cual tuvo lugar 
n Julio de 1940 y que fue entonces cuando mas 
se sintid el impacto formidable de los acon- 
ecimientos Europeos. En adicion, la Tesoreria de 
os Estados Unidos ha celebrado con la Argentina 
in contrato de $50,000,000 para fines de esta- 
bilizacién. Con el incremento que han tomado las 
exportaciones a los Estados Unidos, los presta- 
tarios han hecho, hasta la fecha, parco uso de 


sus créditos. 


suficiente cantidad de 


barcos para el servicio maritimo Inter-Americano 


Aprovisionamiento de 


ha sido un perenne problema de gran importancia. 
Los circulos oficiales pronto se dieron cuenta de 
la necesidad de conservar estas arterias de la vi- 


a de las Américas abastecidas con suficientes 


@ Ewing Galloway 


barcos para acarrear las grandes cantidades de 
materiales para la defensa del Hemisferio, tam- 
poco olvidaron que de esta manera el comercio 
Inter-Americano se beneficiaba doblemente, tra- 
vendo productos de consumo al norte y llevando 
irticulos y provisiones al sur. Con el aumento 
le las perdidas de la Marina Mercante Inglesa, y 
la necesidad de agregar mas barcos para el trans- 
porte de hombres y de materiales a las bases de la 
defensa Americana, ha habido una bien compren- 


dida presién sobre los barcos que sirven el co- 
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mercio Inter-Americano. Entretanto, la atencion 
Britanica crecientemente enfocada sobre otras a- 
reas, ha puesto una carga adicional sobre los 
abastecedores de los Estados Unidos, y en particu- 
lar sobre los productores de carbon. Para ayudar a 
la solucion del problema de transporte maritimo, 
los Estados Unidos no solo han llevado a cabo un 
plan de coordinacién entre las varias agencias 
gubernatoriales interesadas en el comercio Inter- 
Americano, sino que han cooperado con el Comité 
Consultativo de Finanzas y Economia Inter- 
Americanas para buscar medios de aumentar las 
facilidades del transporte maritimo disponible. 


Por otra parte, como la produccién de materia- 
les para la defensa nacional ha amenazado recor- 
tar el abastecimiento disponible para el consumo 
civil y las exportaciones, los Estados Unidos han 
manifestado que se hara todo lo posible por com- 
partir con sus hermanas republicas las materias y 
articulos asequibles. La industria y las finanzas 
de los Estados Unidos, sabedoras de la importante 
necesidad que las otras republicas americanas tie- 
nen sobre las fuentes de mercancias acabadas y se- 
mi-acabadas, y de la facilidad con que los produc- 
tos menos abundantes pueden ser vendidos en el 
mercado doméstico, han demostrado deseos de 
colaborar con las normas oficiales de abastecer las 
necesidades de estos mercados de exportacion. Asi 
pues, el gran problema ha sido reducir a un 
minimun las dificultades conectadas con las li- 
cencias de exportaciOn y otras restricciones que se 
han hecho necesarias durante este periodo de 
emergencia. Continuando el estudio hecho por los 
Ministerios de Estado y de Comercio, la Oficina 
del Coordinador de Negocios Inter-Americanos, 
y la del Administrador del Control de Exporta- 
cion, result6 en el reciente establecimiento de una 
seccion de Despacho en la oficina del Administra- 
dor del Control de Exportacién, lo cual indica 


un adelanto en la solucién del problema. 


Colaboracion de esta magnitud en el mercado 
Hemisférico, y particularmente accion protectiva 
contra las desastrosas condiciones que pueden pre- 
sentarse en los mercados de articulos corrientes 
de consumo, ha sido la tercera area de coopera- 
cion. Por medio de la adopcion de cuotas para la 
importacion de café a los Estados Unidos, se 
evito el derrumbamiento de la estructura del 
precio de esta necesidad, lo cual hubiera traido 
serias consecuencias, si se tiene en cuenta que 
catorce de las veintiuna republicas Americanas 
exportan café, lo que significa, un dolar de cada 
veinte dolares producidos por ellas, y tampoco se 
debe olvidar que el café es el mas importante 
articulo de exportacion de estas catorce naciones. 
Mientras que ciertas dificultades se han pre- 
sentado durante el primer ano de operacion del 
sistema de cuotas de café, se espera que estas 
dificultades seran allanadas en el futuro, equita- 
tivamente. Los paises productores de cacao estan 
estudiando la posibilidad de accion cooperativa. 
En el mes de Julio de 1941, se celebré una con- 
ferencia entre los paises que encabezan la pro- 
duccion de trigo, y se reporta que el resultado ha 
sido la delineacion de contratos provisionales, los 


cuales deben ser trasmitidos a los respectivos 
gobiernos para su aprobacién. El] abordamiento 
cooperativo a la solucién de estos problemas 
comerciales, tiene gran valor, no solamente por 
su eficacia en la actual emergencia sino tambien 
para la futura solucion de los problemas que pue- 


dan presentarse después de la guerra. 


Un cuarto requisito par solventar los problemas 
de la actual situacién, consistia en hacer mas 
efectivos los medios para mejorar el comercio 
Inter-Americano con el objeto de (1) prevenir 
que éste comercio se plegara a ser instrumento de 
penetraciones ideologicas y propaganda, las cuales 
vendrian sin duda, a debilitar la soberania de 
naciones libres e independientes, y (2) en su 
aspecto positivo, para colocar el mecanismo del 
comercio mas y mas en las manos de los ciuda- 
danos de los paises respectivos. Esfuerzos como 
éstos traen constantes beneficios al Comercio 
Inter-Americano, y no se debe ignorar, que una 
investigacion hecha por la Oficina del Coordi- 
nador de Negocios Inter-Americanos, revel6 que 
en muchos casos, las mercancias de los Estados 
Unidos eran distribuidas por firmas afiliadas al 
Eje, las cuales se ocupaban de la diseminacion de 
propaganda con el fin de debilitar las defensas 


del Hemisferio contra los agresores. 


A pesar de todo, las demandas urgentes que 
presenta esta situacion no han sido permitidas 
a obscurecer el fin principal. Basicamente, este 
Hemisferio edifica. Cualquiera que sea el empleo 
de las energias necesarias para levantar una de- 
fensa adecuada, nuestros esfuerzos son fundamen- 
talmente edificantes, no destructores; lo mismo 
que esperamos, que despues de la guerra, nuestras 
actividades, dentro de nuestras fronteras, sean 
de construccion y no de re-construccion, FE] enor 
me radio de accién de la cooperacion Inte: 
Americana se encamina a proveer mas articulos 


para mas consumidores. 


Muy propiamente se puede preguntar: ?Hay 
alguna inconsistencia entre los propdsitos de cola 
boracion economica Inter-Americana y el reciente 
manifiesto mancomun de Roosevelt y Churchill, 
de los principios sobre los cuales estan basadas las 
esperanzas del futuro? El quinto punto del mani- 
fiesto, dice: ‘““Ellos desean efectuar la mas com 
pleta colaboracion, en el campo economico, entre 
todas las naciones, con el objeto de asegurar, 
para todas, mejores condiciones de trabajo, pro- 
greso economico, y seguridad social.” ?Elimina la 
cooperacion Inter-Americana la colaboracion con 
otras naciones? ?Puede esta colaboracion set 


efectiva solamente a costa de otros paises? 
La respuesta a estas preguntas es “No. 


Quiza no hay otro lugar en el mundo que com- 
prenda mejor que las Américas la necesidad de la 
colaboracion economica mundial. Ningun otro 
lugar, ni ha sido mejor dotado para vivir solo, ni 
ha derivado mayores ganancias, ni entiende mejor 
los beneficios que trae el intercambio econdmico 


internacional. Del conocimiento de ésto, nacié la 
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Peruvian boys school erected by International Petroleum Company at Talara, Peru as 


part of the social service that is a feature of South American oil operations. 


tions, in the economic field, with the object of 
securing for all improved labor standards, eco- 
nomic advancement and social security.”” Does 
inter-American collaboration exclude cooperation 
with other areas? Can it be affected only at the 
expense of other areas? 


The answer to all these questions is “No. 


Perhaps no area in the world understands better 
than the Americas the need for economic col- 
laboration on a world-wide scale. None has been 
better endowed to live alone, yet none has 
profited more, nor understands better the benefits 
from international economic intercourse. From 
this knowledge derived the appreciation of the 
true significance of the Nazi goal of an enslaved 
-urope whose purchasing power abroad would 
be sharply curtailed and concentrated so that it 
might serve an aggressive policy designed to 
bring the remaining areas of the world to a simi- 
lar economically enslaved and morally degraded 
status. And from this knowledge has come the 
determination to mobilize the full productive 
capacity of the hemisphere, the great physical 
and human resources, the technical competence 
and the accumulated savings, in developmental 
activity that will produce strong diversified com- 
plementary which will welcome 
economic intercourse with the rest of the world 


economies 


on a plane of fair and open trading with peace- 
ful intent. Such is the frame of reference of 


long-range inter-American economic cooperation. 


To speed developmental work, new instruments 
of cooperation have been created and other means 
are being extended. Financial and technical as- 
sistance has been provided directly by the United 
States Government. For instance, a great steel 
plant in Brazil is being partly financed by an 
Export-Import Bank credit of $20,000,000; the 
development of rubber and other tropical prod- 
ucts in Haiti is being supported by a $5,000,000 
credit; in Chile a comprehensive developmental 
program is being executed by a government- 
owned corporation with heavy Export-Import 
Bank assistance; and a credit of $25,000,000 to 
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Cuba is designed to strengthen the base of her 
economy, help her diversify her production and 


avoid the economic dangers of monoculture. 


The Department of Agriculture of the United 
States has undertaken exploratory agricultural 
surveys in Ecuador, Haiti, Colombia and Cuba 
at the request of the respective governments. 
Rubber plantation experts have conducted in- 
tensive surveys in some fourteen countries under 
the appropriation granted the Secretary of Agri- 
culture to conduct investigations directed toward 
the development of rubber production in the 
western hemisphere. The recommendations of 
these investigators are rapidly being converted 
into practical action. Mining engineers have 
been sent to the other American republics to 
help appraise the possibilities of expanded pro- 
duction. Everywhere in the Americas there is 
an intense interest in scientific appraisals of re- 
sources and adoption of the most effective means 
of developing them along sound lines. 


Perhaps the most important vehicle for co- 
operation in the economic area is the Inter- 
American Development Commission which was 
set up in June 1940 by the Inter-American 
Financial and Economic Advisory Committee. 
The Commission is an international body repre- 
senting all the American republics. It is a per- 
manent, rather than an emergency organization. 
Having been charged with the broad function 
of speeding industrialization, developing mineral 
resources, diversifying agricultural and forest 
production and improving methods of marketing 
and cultivation, its range of action is necessarily 
wide. It is concerned with the preparation of 
basic studies, establishment of such contacts 
among capital and labor and management as may 
promote the initiation of sound projects, and 
recommendation to interested governments of 
action that might facilitate entry upon such ven- 
tures as might prove desirable to establish in 
Latin American countries. 


To accomplish this task, the Commission has 
established national councils in each of the South 


American countries and is currently engaged i 
setting up similar bodies in the other Americar 
republics. These national councils are composed 
of five or six nationals of their respective repub 
lics, giving representation to industry, agricultur: 
and mining, finance, transportation and govern 
ment. In each case the Executive Secretary o 
the council is a member of the Foreign Offic: 
of his respective country. 


The councils are preparing developmental proj 
ects for consideration under existing conditions 
as well as others for post-war execution. The 
have been asked by the Commission to explor: 
the availability in their respective countries o 
surveys from which a systematic program o/ 
developmental activity might be fashioned an 
execution assisted by the councils and the Com 
mission. Where such surveys are not available, 
the Commission has indicated that it is pre 
pared to cooperate with the councils in planning 
investigations and obtaining suitable personnel 
where nationals of the interested country are 
not available in the particular technical line re- 
quired for the completion of such a survey. 


While the commission has undertaken during 
the emergency to stimulate the export of non- 
competitive products to the United States, to 
promote trade among the other American re- 
publics, and to encourage the development of 
industry, it has been highly conscious of its 
primary responsibility to assist in directing de- 
velopment along sound economic lines, to be 
sufficiently discriminating in its support of proj- 
ects as to avoid disastrous maladjustments when 
more normal conditions return, and to effect 
enduring improvements in the bases of Inter- 
American commerce. 


Still another vehicle of cooperation is the Mer- 
chandising Advisory Service which has been 
established in New York to advise Latin Ameri- 
can exporters in the adaptation of their products 
and their marketing practices to North American 
markets and to help importers in the United 
States locate sources of supply in Latin America. 


In the financial area the proposed Inter-Ameri- 
can Bank, to be established under a convention 
signed by nine American republics and at present 
awaiting ratification by the United States, prom- 
ises to serve a useful function in complementing 
existing institutions. 


In their wholesome respect for each other’s in- 
dependence and sovereign rights, in their common 
resistance to aggression, in their freedom from 
aim of territorial or political aggrandizement. 
the Americas have established a sound frame- 
work adequate for effective economic collabora- 
tion. Acting in unison they have created suitable 
instruments for such collaboration. They ai 
building to the end that all their peoples m: 


have the security and opportunity befitting free 


men. They will continue to build by democrat 
cooperation. For such is the way of the Amer- 
cas. 


WORLD PETROLELU™ 
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yerdadera apreciacion del significado de los fines 
Nazi.tas que se proponen esclavizar a Europa, 
en cuyo caso el poder adquisitivo de ésta en el ex- 
traujero seria grandemente reducido y concentra- 
do, y serviria el propésito preconcebido de traer 
el resto del mundo a un estado de esclavitud eco- 
nomica y de degradacion moral. Por esto es que se 
ha Jeterminado movilizar la completa capacidad 
productiva del Hemisferio, los recursos humanos 
y materiales, la habilidad técnica y los ahorros 
acumulados, para asi desarrollar las actividades 
que produciran fuertes y diversificadas economias 
complementarias, que a la vez reciban con agrado 
el intercambio econdmico en un plano de honradez 
y libertad de accion comercial con intenciones 
pacificas. Tal es el estado de referencia de la 
cooperacion Inter-Americana. 


Para acelerar el trabajo de evolucion, nuevas 
agencias de cooperacion han sido creadas y otros 
medios se estan ideando. Ayuda financiera y 
tecnica ha sido proporcionada directamente por 
el gobierno de los Estados Unidos. Por ejemplo, 
en el Brasil una gran planta de acero, ha sido 
financiada en parte por un credito de $20,000,- 
000 concedido por el Banco de Exportaciones e 
Importaciones; el desarrollo del cultivo del 
caucho y otros productos tropicales en Haiti, ha 
sido asistido por un credito de $5,000,000; en- 
Chile un plan de desarrollo compresivo se esta 
ejecutando por una corporacion de propiedad del 
gobierno, con fuerte asistencia del mencionado 
banco; un crédito de $25,000,000 le ha sido con- 
cedido a Cuba, el cual esta destinado a fortalecer 
su economia. 


El Ministerio de Agricultura de los EE. UU., 
ha emprendido estudios exploratorios de agricul- 
tura en Ecuador, Haiti, Colombia y Cuba, esto 
se ha hecho a peticién de los respectivos gobier- 
nos. Expertos en el cultivo del caucho han con- 
ducido extensos reconocimientos en cerca de 
catorce paises, y ésto se ha hecho con fondos de 
la partida adjudicada al Ministro de Agricultura 
para conducir investigaciones con el fin de desae- 
rollar la produccién de caucho en el Hemisferio 
Occidental. Las recomendaciones hechas por 
estos investigadores estan siendo transformadas 
en realidades. Ingenieros de Minas han sido 
enviados a las otras republicas Americanas con 
el objeto de ayudar a estimar las posibilidades del 
ensanchaminento de su produccion. En todos los 
lugares de las Americas hay marcado interés en 
la tasacién cientifica de los recursos naturales, 
y en la adopcién de medios que contribuyan a su 
desarrollo bajo una base solvente y equitativa. 


Quiza la mas importante agencia para la co- 
opcracion en el campo econdmico, es, la Comision 
de Fomento Inter-Americano, la cual fue ins- 
titiida en Junio de 1940, por la Junta Inter- 
Americana Consultativa de Finanzas y Economia. 
Es'a Comision es un cuerpo internacional que 
reyresenta todas las republicas Sur-Americanas. 
E- una organizacion de caracter permanente, mas 
bien que de emergencia. Habiendo sido investida 
cor la vasta funcién de acelerar la industria- 
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Another social service of major companies operating in South America and one that is 


essential: a well equipped hospital for employees, like this one at Talara maintained 
by International Petroleum Company. 


lizacion, desarrollar los recursos minerales, in- 
tensificando la agricultura y la produccion mader- 
able, y mejorando los métodos de cultivo y 
mercado, su esfera de actividad es muy extensa. 
Esta Agencia también esta interesada en la prepa- 
racion de estudios basicos, el establecimiento de 
contactos que puedan estimular el capital y el 
trabajo, la iniciacion de proyectos solidos y la 
recomendacion a los gobiernos interesados de la 
accion que pueda facilitarles la entrada en otras 
venturas comerciales. 


Para llevar a cabo esta labor, la Comisién 
has establecido Concejos Nacionales en cada uno 
de los paises sur-americanos, y en la actualidad 
se ocupa de crear cuerpos similares en las otras 
republicas Americanas; estos Concejos Na- 
cionales estan compuestos de cinco o seis ciu- 
dadanos del pais respectivo, y en ellos estan 
representadas, la industria, la agricultura, y la 
mineria, ademas de las finanzas, el transporte y 
el gobierno. En cada una de estas organiza- 
ciones, su secretaroa ejecutivo es miembro del 
Ministerio de Relaciones Exteriores del respectivo 
pais. 


Estos Concejos estan preparando proyectos de 
desarrollo comercial, los cuales son estudiados 
bajo las presentes condiciones, sin olvidar cual- 
quiera otra circunstancia que se pueda presentar, 
y su ejecucion tendra lugar despues de la guerra. 
También han sido estas agencias encargadas por 
la Comisién de Formento Inter-Americano, para 
explorar la disponibilidad en sus _respectivos 
paises, de estudios de los cuales se pueda hacer 
un programa sistematico de desarrollo comercial, 
y cuya ejecucién sea ayudada por los Concejos 
y la Comisi6n, teniendo en cuenta, que en donde 
tales estudios no sean faciles de hacer, la 
Comisi6n ha manifestado, que esta preparada 
para cooperar con los Concejos en planear in- 
vestigaciones y obtener personal adecuado, 
siempre y cuando que los ciudadanos de los paises 
interesados esten preparados técnicamente para 
conducir ellos mismos los estudids. 


Mientras que la Comision se ha empefiado en 
estimular la exportacién a los Estados Unidos, de 
productos que no compiten, y a la vez, ha 
fomentado el comercio entre las republicas 
Americanas, y ha alentado el desarrollo de la in- 
dustria, tampoco ha desconocido su principal res- 
ponsabilidad, que es, ayudar en la direccién de 
este desarrollo sobre bases solventes y solidas, y 
también ser lo suficientemente parcial en su ayuda 
a ciertos proyectos, y esto lo hara con el objeto 
de evitar las discordancias desastrosas que pueden 
resultar con el retorno de las condiciones nor- 
males, y de esta manera efectuara mejoras cons- 
tantes en las bases del comercio Inter-Ameri- 


cano, 


Un medio mas de cooperacion es el Servicio 
Consultativo de Mercaderias, que ha sido estable- 
cido en Nueva York con el fin de aconsejar a los 
exportadores Latino-Americanos sobre la adapta- 
cién de sus productos y sus practicas de venta a 
los mercados Norte Americanos, y para ayudar a 
los importadores en los Estados Unidos, a lo- 
calizar las fuentes de abastecimiento en la 


América Latina. 


En el campo de finanzas, el proyectado Banco 
Inter-Americano, que sera establecido bajo un 
convenio firmado por nueve republicas Ameri- 
canas, y que en la actualidad solo espera la rati- 
ficacion de los Estados Unidos, promete servir 
una mision de provecho complementando las ins- 


tituciones existentes. 


En el mutuo y completo respeto por su inde- 
pendencia y sus derechos soberanos, en su comun 
resistencia a la agresién, y en su espontaneo des- 
interés de pretender engrandecimientos politicos 
o territoriales, las Américas han establecido una 
estructura resistente y adecuada a la colabora- 
cién econémica. Actuando en unisono han creado 
instrumentos apropiados para llevar a efecto tal 
colaboracién, y estan trabajando con el fin de 
que todos sus pueblos puedan tener la seguridad 
y la oportunidad que se merecen como hombres 
libres. Continuaran su labor por la cooperacion., 


Porque asi es como se actia en las Américas. 
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El Cotopaxi, one of Ecuador's active volcanoes. 


PETROLEUM LEGISLATION IN 


ECUADOR 


By Enrique Coloma Silva 


DIRECTOR GENERAL OF MINES & PETROLEUM 
OF THE REPUBLIC OF ECUADOR 


There is no doubt that the base for the 
development of a country’s activities, in relation 
to the general movement of its extractive indus- 
tries, resides, first of all, in the laws which regu- 
late those industries. Thus, for many years, the 
office of the Director General of Mines and 
Petroleum of the Republic of Ecuador has been 
preoccupied with a study of the different corre- 
lated aspects of such industries. 


This survey had for its purpose the enactment 
ot permanent and special legislation which, be- 
sides safeguarding the best interests of the coun- 
try, would further the progressive development 


of the natural resources in the national subsoil. 


Frequently, in the course of my work, I had 
opportunity to observe that many cases on mines 
which were brought up for official consideration 
and which, in principle, had no relation whatso- 
ever, subsequently were shown to have some rela- 
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tionship, and tended to create interest in the Ecua- 
dorean problem of mines and petroleum. 


The national interest, awakened to the enormous 
and incalculable wealth of the country’s subsoil, 
thus was drawn to the vital problem on which 
now, without a doubt, lies the economic future of 
the Ecuadorean Republic. 


Public opinion, aroused by the press, and the 
opinions of scientific and technical authorities had 
to be taken into consideration by the Administra- 
tion because of the realization that all these 
manifestations of public interest had no other end 
but to help the orderly development of the Ecua- 
dorean mining industry. 


The office of the Director General of Mines and 
Petroleum could not overlook all these signs of 
the people’s interest and so, aware of the difh- 
culties ahead, began the work of drafting and 





presenting new legal rules which would tend to 


help increase the productivity of our natural 
hydrocarbon and other resources. 


The work was started with a comparative study 
of the mining laws of other countries in the light 


ing industries; these studies disclosed that the 
Ecuadorean laws on Mines, in force since Janv- 
ary, 1887, were not suitable for the present time, 
and that the enactment of more adequate laws 


was imperative. 


The Political Charta of the Republic, enacted 
by the Congress of 1928-1929, supported the 
principle that the nation had an_ inalienable 
and imprescriptible right to all mining resources 
and substances of Ecuador’s subsoil, and that the 
right to exploit these resources could only be 
given, by it to persons or to civil or commercial 
companies, when and if all the respective laws 
were complied with. The provisions contained in 
the Legislation of 1928-1929, were not in accord 
with those in the laws of 1887. 


Considering all those discrepancies it became 
urgent to legislate on this subject, keeping +o the 
Politica 


Charta of the Republic, and attempting to meet 


principles already written into the 


the demands made by the mining industry 


It was thus that work was begun by the [I ‘irect: 
or’s office on the proposed legislation on -nines 
which, after acceptance by the Chief Exe. utiv 
ot the Republic, became a special law, subsequent 
ly used as a base for current legislation of ‘nines 
and petroleum. 
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LEGISLACION 


PETROLERA DEL ECUADOR 


POR ENRIQUE COLOMA SILVA 


DIRECTOR GENERAL DE MINERIA Y PETROLEOS 
DE LA REPUBLICA DEL ECUADOR 


No cabe duda que el fundamento de las 
actividades que se desarrollan en un pais, en 
orden al movimiento general de las industrias 
extractivas reside, esencialmente, en la legisla- 
cién que las regula. De ahi que en la Republica 
del Ecuador, la Direccion General de Mineria y 
Petroleos, confiada a mi cargo, se haya preocu- 
pado, desde hace algunos afios, por estudiar con 
absoluta contraccién los diferentes aspectos vin- 
culados a tales industrias, con el propdsito de 
alcanzar la permanencia de leyes especiales que, 
vigilando estrictamente los altos intereses de la 
Nacion, permitan el progreso e incremento de 
las fuentes productoras del subsuelo nacional. 


Durante el desempefio de mis funciones habia 
podido observar que, con bastante frecuencia se 
presentaban a la consideracién oficial asuntos 
mineros que en principio inconexos e independien- 
tes, iban mostrando, luego, un ritmo genérico 
que tendia a crear un estado de interés en torno 
al problema ecuatoriano de mineria y petroleos. 
La conciencia nacional interesada por el conteni- 
do-de las riquezas invalorables del subsuelo del 
pais, empezaba a despertar ardorosamente mos- 
trando su preocupacion por tan vital problema, 
en el que ahora con mucha razon, se cifra el 
porvenir econdmico del Ecuador. 


El sentir ciudadano, la voz de la prensa el eco 
de las opiniones de autoridades cientificas y 
tecnicas, no podian pasar desapercibidos en el 
ambiente administrativo, cuando aquellas mani- 
festaciones del espiritu. publico, posibilitaban 
valorar su entusiasmo y su fé, en orden al mas 


preciso desenvolvimiento de la mineria nacional. 


La Direccién General de Mineria y Petréleos, 
no podia mirar con apatia ese despertar ciuda- 
dano, afanoso de fortalecer el desarrollo de las 
‘ndustrias extractivas nacionales y, no obstante 
lo dificil de la tarea que tenia que realizar, se 
impuso el trabajo de proponer nuevas normas 
legales, orientadas a buscar la mejor conquista 
de las riquezas del subsuelo. 


La labor empefiada, se iniciéd con un detenido 


estudio comparativo de las legislaciones mineras 
ce otros paises y con la apreciacién de la realidad 


minera nacional, de lo cual pudo deducirse que 


| Cédigo Ecuatoriano de Mineria, vigente desde 
‘nero de 1887, 
‘nomalias que era preciso corregirlas para el 
normal ejercicio de las actividades industriales 
rrespondientes. 


adolecia de fundamentales 


a Carta Politica de la Republica, expedida por 
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la Asamblea Constituyente de 1928-29, propug- 
naba el principio que el dominio del Estado sobre 
los minerales y substancias del subsuelo era 
“inalienable” e “imprescriptible’ y que solo 
podia concederse el usufructo de las minas a los 
particulares y sociedades civiles 0 comerciales en 
los términos fijados por las leyes respectivas, dis- 
posicién ésta, que se encontraba refida con las 
establecidas en el antes citado Codigo, entre las 
que era de senalarse la del Art. 13, que mani- 
festaba que la ley concede la ‘propiedad per- 
petua” de las minas a los particulares, de acuerdo 
con determinados requisitos. De tal modo que, 
era urgente legislar en materia minera, con 
sujecion a los principios proclamados por la Cons- 
titucion Politica del Estado y, de conformidad 
con los dictados que el movimiento industrial de 
la mineria reclamaba. 


Fue asi, como inicié la formulacién de un Pro- 
vecto de Ley General de Mineria que, posterior- 
mente, al ser aceptado por el Jefe Supremo de 
la Republica, empez6 a regir como ley especial 
de la materia, constituyendo la base de las 
actuales legislaciones sobre minas y petréleos del 
Ecuador, sugeridas, también, por la Direccién 


General de mi cargo. 


En el aio de 1921 fue expedida en el Ecuador 
la “Ley Sobre Yacimientos O Depositos De 
Hidrocarburos,” la cual puede decirse constituyé 
un buen intento, mas nunca un conjunto com- 
pleto de disposiciones que deban regular el ejer- 
cicio de una funcion tan importante como la 
petrolera; pues, esa ley aparecié en el pais en los 
albores de la industria, cuando las posibilidades 
petroleras del Ecuador eran atin desconocidas 
cuando realmente no existia ninguna experiencia 
acerca de actividades de tanta trascendencia. 


La actual Ley Del Petréleo, vigente desde el 6 
de agosto de 1937 e intimamente relacionada con 
la Ley General De Mineria fué, al igual que 
ésta, formulada por la Direccién General de mi 
cargo y contiene normas claras y precisas para 
el desarrollo de la industria del petréleo, normas 
que han merecido la mas favorable critica en 
muchos paises petroleros de América, habiéndose 
atin sugerido que bien pudieran servir como un 
modelo de legislacién petrolera practica y equita- 
tiva. 


Hasta entonces, se habia observado una ausencia 
de inquietudes administrativas en orden al estu- 
dio, analisis y solucién de problemas que, como 
el petrolero, significaban una valiosa espectativa 


para el futuro econémico nacional; mas, no era 





justo dejar que el tiempo gane terreno y el pais 


no se detenga un instante en la contemplacion de 


Se 


tales asuntos, que en estos momentos jy gracias 


it 


a la orientacién que se los ha dado, empiezan a 
evidenciar su indiscutible importancia en la vida 


ecuatoriana. 





No se puede negar que el fundamento de la 
economia reside en las industrias que tienen vin- 
culacién directa con la tierra, tales como la agri- 
cultura, la ganaderia, la mineria, como con tanta 
claridad lo expresé el culto estadista colombiano, 
doctor Francisco José Chaux, ex-Ministro de 
Industrias en su pais y actual Embajador de 
Colombia en Chile; factores econdmicos éstos, 
han seguido un proceso continuo en el desarrollo 
historico de los paises de América, en los que 


desde las épocas pre-colonial y colonial, de la 








Jiveros of Ecuador, pictured below are unusu- 
ally intelligent Indian types: the one at left is 
holding a blow gun. 


TNS 


»* ae 9 


. r a 
in fat 
. ¢ -_ ’ 











































“ 


~ 


. ~*~ 
~~ 


a+ 


: 


14 
Ag 1 ’ > 


— 








In the year 1921 the Republic approved the ‘““Law 
on Deposits of Hydrocarbon”, which, it may be 
said, although well meaning, nevertheless lacked 
a complete scope of regulations for an industry as 
important as petroleum. The fact is that this 
law made its appearance during the dawning of 
the industry and at a time when the possibilities 
of petroleum wealth were still unknown in the 
country and when there was very little experience 
in this matter. 


The present “Petroleum Law’, in force since 
August 6, 1937, and closely related to the “Gen- 
eral Law of Mining”, was formulated by this 
office; this law contains clear and precise norms 
for the development of the petroleum industry, 
norms which have attracted the most favorable 
comments in many American petroleum produc- 
ing countries, and it has been suggested that this 
law could well serve as a model for practical 
and equitable legislation. 


It has been noted that up to 1937 the government 
had not given sufficient time to the study and 
solution of the problems of other industries which 
like petroleum meant so much in the economic 
future of the country, and which now begin to 
great importance in the 


assume Ecuadorean 


economy. 


It cannot be denied that the base of economics 
resides in those industries which have direct re- 
lationship with the soil, such as agriculture, cattle 
raising and mining. Those was clearly expressed 
by the renowned Colombian statesman, Doctor 
Francisco Jose Chaux, former Minister of In- 
dustries of Colombia, and now Ambassador to 
Chile. 


These economic facts had followed without in- 
terruption in the historical development of the 
American countries, in which, since pre-colonial 
and colonial days, and up to the era of inde- 
pendence through the present time, the advan- 
tageous development of the rich natural resources 
received its first test in the exploitation of the 
soil by agriculture and cattle raising, activities 
which have constantly increased until now. The 
mining industry has been enormously developed 
in other countries except in Ecuador. There it 
reached a peak during the pre-colonial and colo- 
nial days, although later this mining industry was 
completely paralyzed due to bad tactics on the 
part of the Iberian conqueror who terrified the 
aborigines to such an extent that the natives 
decided to abandon their activities in the extrac- 
tion of wealth from the soil. 


Due to all this and because of the special circum- 
stances of the awakening of public interest in the 
mining industry, the Director's office began to 
work on the Petroleum Law. 


The Petroleum Law, now in force in the Re- 
public of Ecuador, is easily understood because of 


its simplicity and well balanced provisions. 


In accord with the provisions of the General 
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Law on Mining, which proclaims the principle of 
inalienable and imprescriptible right of the na- 
tion over all mineral and all fossil substances 
which might be found in the national soil, in 
spite of the private ownership of such lands, the 
Petroleum Law also expresses the right of the 
state on breeding places; natural deposits of 
ozokerite and asphalt and any mixture of hydro- 
carbon in its different groups which in any way 
owe their origin to natural agents. 


It is prescribed by the Petroleum Law, in article 
4, that the government has the right to grant 
petroleum concessions not in excess of 40 years, 
exclusive of studies and explorations, this grant 
of 40 years’ duration, refers only to contract con- 
cessions; grants of 20 years, exclusive of studies 
and explorations, are given in the case of de- 
nouncement. The time limit for study and ex- 
ploration is: five years for the 40-year conces- 
sions, and two years for the 20-year grant. 


When the grant is given on denouncement, the 
maximum extent of the concession shall be 80 
hectares—(a hectare amounts to 10,000 square 
meters or 2.471 acres), and the depth of the 
concession is indefinite but fixed by the vertical 
surfaces which go through the limits of a con- 
tinuous superficial extension. When the grants 
are given on contract, the maximum allowed by 
law is 50,000 hectares and the minimum 400, 
but if by special circumstances it is judged just 
to enlarge the concession, it may be done only 
on the advice of the Attorney General of the 


Republic. 


Only those representing responsible Ecuadorean 
companies may obtain the rights prescribed by the 
Petroleum Law, and, in no case, are these privi- 
leges to be given to foreign governments, nor to 
foreign companies subordinated to foreign states, 
nor to outside corporations which have not estab- 
lished their legal residence in Ecuador. Also pro- 
hibited by the Petroleum Law is the granting 
of these concessions to government officials ex- 
cluded from this privilege by specific provisions 
of the law. 


Any common person, or any legal representative 
may present proposals with the aim of obtaining 
the right to explore and exploit a concession of 
petroleum of national ownership; these proposals 
must be accompanied by the following require- 
ments: The nationality and name of the person 
requesting the grant; a schematic map of the 
site in which these works are going to be per- 
formed; a statement or deposition on the exist- 
ence of the deposits; a pledge to give the bond 
required by law (the amount of this bond is 
10,000 sucres, plus 1 sucre for every hectare 
wanted: At present exchange rates one sucre is 
worth $.06.66 in U. S. currency, one sucre con- 
tains 100 Ecuadorean cents) and given as a 
guarantee that the exploration will take place, 
in which case the bond is refunded at the end of 
two vears. However, if the exploration dees not 
take place within the alloted time of two years, 
the bond is forfeited. 





The bond required for the term of exploitation 
should be extended to the time limit of the con- 
cession, and should consist of either cash or mort- 
gages in accord with the pattern worked out b 
the government and party interested in the con- 
cession at the time the contract is drawn ip. 


In conformity with the provisions of the Pet;o- 
leum Law, the contract-grantees shall pay the 
government, annually, during the first two years 
of exploration and exploitation, a fee of 20 cents 
of sucre per hectare; 40 cents for the third year; 
80 cents the fourth year, and thereafter one sucre 
per hectare until the expiration of the contract 
at the end of the forty year period. 


The State, as sole owner of the wealth of the 
subsoil, has the right to share in the production 
of petroleum obtained by the grantees during the 
period of exploration and exploitation, and this 
participation shall be computed in relation to the 
distance from the gathering place or center of 
the enterprise, to the nearest port of embarca- 
tion, in the following manner: 


From 0 to 50 kilometers, 11 percent of the net 
produce extracted. 
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independencia y de nuestros dias, el aprovecha- 


miento de las riquezas orograficas recibid su 
primer destino, en la explotacion de la tierra por 
la agricultura y la ganaderia con incremento 
constante hasta hoy y, la mineria cuyo desarrollo 
ha sido formidable, excepto para el Ecuador que 
luego de haber alcanzado gran apogeo en las 
dos primeras €pocas anotadas, sufre una parali- 
zacion brusca, debido a la mala tactica del con- 
quistador ibérico que aterroriz6 al aborigen, 
hasta el extremo de haberse decidido éste, a 
abandonar su actividad extractiva de las riquezas 
del subsuelo. 


Por todo este cumulo de antecedentes y por la 
especial circunstancia de haberse observado el 
renacer del entusiasmo ciudadano, en orden a la 
preocupacion de los problemas relativos al tra- 
bajo de minas, una vez completado el estudio 
correspondiente a la Ley General de Mineria, 
inicié el de la Ley del Petréleo, Proyecto que 
al ser aceptado, empezo a regir como Ley de la 
Republica desde el 6 de agosto de 1937. 


La Ley del Petroleo vigente en la Republica del 
Ecuador, puede ser facilmente explicada toda 
vez que lo sencillo de sus disposiciones y la 


armonia que guardan entre si, la hacen del todo 
en todo comprensible : 


De conformidad con lo prescripto por la Ley 
General de Mineria, vigente en el Ecuador que 
proclama el principio que la Nacion ejerce 
dominio directo, inalienable e imprescriptible 
sobre todos los minerales y substancias fdsiles 
que se encuentran en el subsuelo de la tierra, no 
obstante el dominio particular sobre la super- 
ficie de la misma, la Ley del Petrdleo expresa 
que son bienes del dominio directo del Estado, 
los criaderos, fuentes y depositos naturales de 
petroleo; los hidrocarburos gaseosos que se en- 
cuentran en el subsuelo o que se escapan de la 
superficie de la tierra; y, los depdsitos naturales 
de ozokerita y de asfalto y toda mezcla de hidro- 
carburos de los distintos grupos que deba su 
origen a los agentes naturales. 


Seguin lo prescrito por la Ley del Petroéleo, en 
su Ait. 4°, es potestativo del Gobierno, el o*or- 
gamiento de concesiones petroliferas, las cuales 
no pueden efectuarse por periodos mayores de 
cuarenta afios, excluido el plazo de estudios y 
exploraciones, cuando corresponden a las con- 


cesiones por contrato y de veinte afios, con ex- 


A geological camp of the YPF in the northern district of Argentina: the YPF has become 
very active in exploratory work. 
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clusién también de esos estudios y exploraciones, 
cuando se refieren a las concesiones por denuncio. 
Dichos plazos son de cinco y dos afios, respectiva- 


mente, para las concesiones antes citadas. 


Cuando las concesiones son por denuncio, su 
maximo concedible equivale a veinte fundos 
petroliferos, sabido como es que un fundo 
equivale a cuatro hectareas y entendiéndose por 
tal, el volumen de profundidad indefinida, deter- 
minado por las superficies verticales que pasen 
por los limites de una extension superficial 


continua. 


Cuando las concesiones son por contrato, puede 
otorgarse un maximo de cincuenta mil hectareas 
y un minimo de cuatrocientas; pero, si por deter- 
minadas circumstancias se creyere del caso am- 
pliar esas extensiones, es posible hacerlo previo 


dictamen del Procurador General de la Nacion. 


Las personas o Compajiias ecuatorianas 0 extran- 
jeras que tengan capacidad para obligarse, pueden 
obtener los derechos que concede la Ley del 
Petroleo; pero, en ningun caso se otorgan, tales 
derechos, a Gobiernos o Estados extranjeros, a 
Corporaciones que dependan de ellos, a Com- 
pafiias extranjeras que no se hayan domiciliado 
legalmente en el Ecuador, ni a los funcionarios 
publicos que no puedan adquirir minas, de con- 
formidad con las disposiciones de la ley corres- 


pondiente. 


Toda persona natural o juridica puede presentar 
propuestas para contratar la concesion de ex- 
plorar y explotar el petroleo de propiedad na- 
cional, con cuyo objeto determinara su nombre y 
nacionalidad y acompafiara un mapa esquematico 
del sitio en el cual desea realizar sus trabajos, 
asi como declarara sobre la existencia de los 
depositos que interesa, comprometiéndose a 
prestar la fianza requerida por la Ley, cuya base 
es de diez mil sucres mas un sucre por cada hec- 
tarea que se desee. Esta fianza garantiza la ex- 
ploracioén y se la devuelve al final de los afios del 
periodo que la ampara; pero el interesado la 
pierde, cuando ha dejado transcurrir los dos 
primeros anos del plazo respective, sin dar 


comienzo a sus trabajos. 


Para la época de explotacién se fija una garantia 
que rige durante todo el tiempo de la concesion, 
garantia que puede ser pecuniaria o hipotecaria, 
de acuerdo con las normas que de mutuo acuerdo 


entre el Gobierno y el interesado se estipule. 


De conformidad con lo establecido por la Ley 
del Petréleo, anualmente, durante las épocas de 
exploracién y explotacion, los concesionarios por 
contrato, deben pagar al Estado un canon super- 
ficiario de veinte centavos por hectarea durante 
los dos primeros anos; de cuarenta centavos, 
durante el tercer ano; de o henta centavos en el 
cuarto; y, de un sucre desde el quinto en adelante 


y hasta la terminacion del contrato. 


El Estado como unico proprietario de la riqueza 


del subsuelo es participe de la produccion de 
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From 50 to 100 kilometers, 10 percent of the net 


produce extracted. 


From 100 to 150 kilometers, 9 percent of the net 


produce extracted. 


+ 


From 150 to 200 kilometers, 8 percent of the 


produce extracted. 


From 200 to 300 kilometers, 7 percent of the 1 


et 


produce extracted. 


From 300 to 600 kilometer, 6 percent of the ne: 


produce extracted, and 


From 600 kilometers on, 5 percent of the net 
produce extracted. 


By net produce is understood the quantity ob 
tained in each oil field, after deducting the 
amount of oil which the grantee uses in his own 
drilling and development work. 


When the petroleum originates from deposits 
covered by the waters of the territorial sea, the 
percentage on the net produce extracted is nine. 
The contributions noted above may be collected 
by the government, as follows: in crude produce 
at the port of loading; in cash or in drafts, at 
the discretion of the government; or part in 
products and part in cash at the port of loading; 
or one part in produce at the gathering cente1 
of the field and the other part in cash at the 
port of loading; or, finally, wholly in cash o1 


drafts if so desired by the government. The gov- ; 
ernment must notify the grantee, six months in 4 
advance, of the manner in which taxes are to 

be collected. 1 


When the tax is to be collected in cash only, the 

amount is fixed taking into consideration: 

(a) The average, during the previous three 
months, of the quotations on fuel oil and 
gasoline in the world’s markets, less the 
expenses of transportation to the port ot 
Guayaquil ; 

(b) The gross cost of production on the places 


where the extractive process takes place, 





such cost will be determined taking also into 
consideration the expenses of the manage- 
ment of the enterprise, plus a_ reasonable 
profit, and, 
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Above and right, territory covered by the huge Shell concession in Ecuador. The terrain 
shown here and the canoe are typical of that part of Ecuador. 

























































A new location being 


petroleo obtenida por los concesionarios de ex- 
ploracion y explotacién y, esa participacién se 
computa de acuerdo con la distancia a que se 
hallare el centro de recoleccién de la empresa, 
del mas proximo puerto de embarque, en la sigui- 


ente forma: 


De 0 a 50 kilometros, el 11% del producto 
neto explotado; 
De 50 a 100 kilémetros, el 10% del producto 
neto explotado; 





made by the YPF a short distance from a producing well in Northern Argentina; note Ameri- 


can made White truck delivering equipment. 


— 
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De 100 a 150 kilémetros, e 
neto explotado; 
De 150 a 200 kil6metros, el 8% del producto 


neto explotado; 


del producto 


De 200 a 300 kilémetros, el 747% del producto 
neto explotado; 

De 300 a 600 kilémetros, el 6% del producto 
neto explotado; y 

De 600 kilémetros en adelante, el 


st 


© del pro- 


ducto neto explotado. 


Por produccién neta, se entiende la obtenida en 
cada campo petrolifero, descontada la cantidad 
que el concesionario emplea en sus propios 


trabajos. 


Cuando el petréleo proviene de criaderos o 
depositos cubiertos por las aguas del mar terri- 
torial, el porcentaje sobre el producto neto ex- 


plotado es de 9%. 


Geological party travelling 

through Eastern Ecuador 

where exploration is now 
active, 


Las regalias antes anotadas pueden ser cobradas 
por el Gobierno, en produc to bruto en el puerto 
de embarque, en dinero efectivo 0 en giros, a su 
eleccion, o tomando una parte en especie y otra 
en dinero en el puerto de embarque, oO una parte 
en especie en el centro de recoleccion del can po 
productor y otra en dinero en el puerto de en 

barque; o, finalmente, solo en dinero o en giros 
si asi se deseare. El Gobierno debe avisar al con 
cesionar4rio, con SCIS meses de anti pac ion, | l 
torma como le Va a cobrat las regalias. 

Cuando se desea cobra las regal as en d nero, se 
fija el precio tomando en cuenta optativamente 
las siguientes bases: 

a) Ei promedio, en el trimestre anterior, de la 
cotizat on del fuel oil \ de la gasolina en el 
mercado mundial, menos los gastos de transporte 
hasta Guayaquil ; 

b) El costo efectivo de la produccion en los 
lugares de extraccion, el cual costo se deter- 
minara tomando en consideracion los gastos de 
administracion y direccién de la empresa y una 
utilidad razonable; \ 


| ] promed 0 de los precios del fuel oil \ de 
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| Off-shore drilling in Lake Maracaibo, Venezuela; Mene Grande Oil Company sinks a new well in the lake 


using barge mounted boi-ers. 


(c) The average of the Ecuadorean market 
prices on fuel oil and gasoline obtained for 
these products during the previous three 


months. 


The grantees are compelled to pay the govern- 
ment an income tax and a sales tax in accord 
with the provisions prescribed by the respective 
laws on percentages. The grantees shall pay also 
all other taxes paid by Ecuadorean citizens, such 
as the revenue stamp tax, alcabalas, and so forth. 
But in line with the provisions of the Law, new 
and special taxes cannot be created with the aim 


of working hardship on petroleum enterprises. 


For the extraction and exploitation of natural 
gases and gasoline, the grantees shall pay the 
state eight percent of the total value of the pro- 
duce, or three times as much as the tax imposed 


on crude oil. 


For transportation by pipeline, there is a tax of 
five percent of the total sum resulting from the 
multiplication of the total number of barrels 
transported, by the pipeline tariff collected by the 
pipeline company. Petroleum refineries shall pay 
the government an annual tax of 5,000 sucres on 
contract-grants, and 12,000 sucres when the con- 


cession belongs to private persons. 


The transfer of grants cannot be made without 
the consent of the national executives; if this 
requisite is not fulfilled the grant shall be de- 


clared void. 


With clear vision of the problem, the govern- 
ment has established some liberal customs exemp 
tions in order to aid the development and expan- 
sion of the petroleum industry. During the years 
of study and explorations the government will 
consider granting customs exemptions to those 
persons who wish to bring into the country ma 
chinery, tools and money for the development ot 


the petroleum industry. 


It is not necessary to explain other substantial 
provisions in legislation of this nature, but it is 
worth explaining that the petroleum industry is 
declared a public utility, and that as such, it 
could be expropriated in conformity with the re 


spective laws. 


In few words it can be said that the essence oi 
the Ecuadorean Petroleum Law lies in the con 
cepts stated above, that this law contains othe: 
details which complete its purpose. 


I have every assurance that the Ecuadorean peo- 
ple feel a profound desire to find the solution 
to their national economic problems, through the 
discovery and development of new sources of 
wealth, such as petroleum, in which lies the 
future of the country. 


From this viewpoint, the state is preoccupied 
with the orientation of its laws in a way to give 
guarantees to capital invested in activities of this 
nature, without neglecting the establishment of 
precise and equitable norms for the benefit of 
the nation and the fruitful development of the 
industry, inasmuch as the authorities considei 
that while the companies that work in extracting 
the wealth of the country invest their capital with 
the expectation of abundant benefits, the state 
also invests other capital which, not being pe- 
cuniary, suffers exhaustion and upon which there 


should be some reasonable return. 


Point Sta. Elena, Ecuador; original seepages are to the right of the prominent table land 


and the Ancon field is still further to the right off the picture. 













































Packers navigating a trail through Shell’s Oriente concession in Euca- 
dor carrying equipment for a geological camp. Right, native women 


4 


from the plateau country, 


la gasolina, obtenidos durante el trimestre pre 
cedente en el mercado del Ecuador. 


Los concesionarios estan obligados a pagar al 
Estado, el impuesto a la renta y el impuesto a 
las ventas, de conformidad con las disposiciones 
y porcentajes que establecen las leyes respectivas ; 
asi como deben también pagar todos los demas 
impuestos de caracter general que no se refieren 
exclusivamente a las empresas petroliferas y que 
pesan sobre todos los ecuatorianos, tales como 
timbres, alcabalas, etc. Pero, de acuerdo con lo 
dispuesto por la Ley del Petréleo, no se puede 
crear impuestos especiales que graven determina- 
damante a una o varias empresas petroliferas. 


Por el beneficio de gases y la obtencién de gaso- 


lina natural, los concesionarios pagan al Estado 
una regalia equivalente al 8% del valor de la 
produccion, sobre la base equivalente al triple 
de la que se encuentre vigente para el petréleo 
crudo. 


Para el transporte por oleoductos se ha estable- 
cido un impuesto igual al 5% del valor resultante 
de multiplicar el numero de barriles transporta- 
dos, por la tarifa vigente para cada oleoducto; 
y, las refinerias de petréleo abonan al Estado 
una patente anual de cinco mil sucres cuando son 
de concesionarios por contrato y de doce mil 


sucres anuales cuando pertenecen a particulares. 


Para el caso de traspasos de concesiones es con- 
dicién indispensable el permiso del Poder Ejecu- 
tivo, sin cuyo requisito se las declarara cadu- 


cadas. 


Con clara visién del problema se han establecido 
las normas exactas, a las cuales han de ajustarse 
esta clase de exenciones que el Estado hace, en 
aras al mejor desarrollo y al mayor incremento 


de la industria de petréleos. 


Se limita el numero de afios, de conformidad con 
el maximo de periodo de concesién para el tra- 
bajo de petréleos, a fin de hacer en ese lapso las 
exenciones convenientes a quienes deseen intro- 
ducir maquinarias, herramientas y capitales para 


el desenvolvimiento de la industria petrolera. 


No hace falta la explicacién de disposiciones tan 
substanciales en una legislacién de esta natu- 
raleza; pero, vale la pena expresar que la indus- 
tria petrolifera esta declarada de utilidad pi- 


blica, procediendo la expropiacién a su favor, de 


conformidad con las disposiciones de las leyes 


respectivas. 


A grandes rasgos puede decirse que la esencia 
de la Ley Ecuatoriana de Petroleos, reside en 
los conceptos que me he permitido enunciar, con- 
teniendo otros detalles que completan su articula- 
do y que, gracias a su claridad, amplitud y elas 
ticidad, la identifican como una legislacién pro- 
picia para el desarrollo y operacion de una indus- 


tria de grandes espectativas como la petrolera. 


Puedo asegurar que es un anhelo hondamente 
sentido por los ecuatorianos, aquel que se refiere 
a encontrar la solucién de los problemas economi 
cos nacionales, mediante el descubrimiento, de- 
senvolvimiento y trabajo de nuevas fuentes de 
recursos, como la petrolera, en las cuales radica 
el porvenir de pais; y, desde este punto de vista, 
los altos Poderes del Estado se preocupan por 
orientar sus leyes, en forma tal que, al prestar 
garantias al capital que intervenga en actividades 
de esa naturaleza, no descuiden la permanencia 
de normas precisas y equitativas, de modo que 
al beneficiar amplia y decorosamente a la Nacion, 
propendan al fecundo progreso de la industria; 
pues, no se les escapa considerar que mientras 
las empresas que operan en la obtencién de las 
riquezas del pais invierten sus capitales que 
habran de rendirles fuertes beneficios, el Estado 
invierte ese otro cap tal que no siendo pecuniario 
vy refiriéndose a sus fuentes de recursos y accion, 


sufre su agotamiento po! el tiempo y el trabajo. 
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Commissions for Inter-American Affairs Established 


im All American Capitals 


ALrHovucH the conference of the foreign 
ministers of the American republics which met 
at Panama in 1939 was convoked mainly for 
considering continental international and _politi- 
cal matters, it was found to be of general inter- 
est to deliberate also on economic and financial 
matters of an emergency character which were 
troubling all the nations on the continent. The 
war having closed markets and alarmingly dimin- 
ished maritime transport, was threatening a rude 
shakening of the economic structure of many 
nations of Latin America, weakening their finan- 
cial position and reducing the well-being of their 


people to an intolerably low level. 


By J. Rafael Oreamuno 


Vice president, Commission for 
Inter-American Affairs 


One of the results of the labors of the American 
international conference at Panama, in its eco- 
nomic-financial aspects, was the creation of the 
consultative Inter-American Economico-Financial 
Committee, which was established in Washington 
with representation of all the republics of the 
North and South American continent. 


Its labors are devoted entirely to the study and 


solution of economic and financial problems that 
affect the American nations. Pursuing a propo 
sition to widen its field of action through th 
creation of organizations that would aid in th 
task of improving the economic situation through 
industrial and commercial developments whe: 
ever possible, the Consultative Committee de 
cided to establish in Washington a permanent 
commission which would attend to concrete in 
dustrial and commercial affairs in Latin America. 


This decision of the Consultative Committee was 
given definite form by a resolution approved on 
January 15, 1940. This resolution stated that 


A newly erected tank at the Point-a-Pierre refinery in Trinidad, part of :the increased activity evident in the Island 






since the outbreak of war in Europe. 
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La Comision de Fomento Interamericano de Washington 


4 - eo cs ~ 4 ss - 
y las Comiusiones afiliadas en la Ameriea Latina 


®&) bien la Conferencia de Ministros de Rela- 
ciones Exteriores de las Republicas de América 
reunida en Panama en 1939 fue convocada para 
considerar de preferencia asuntos de politica con- 
tinental e internacional, fué de interés general 
que también deliberara ella sobre problemas de 
indole econémica y financiera que con caracter 
de emergencia venian preocupando a todas las 
naciones del continente. La guerra al cerrar 
mercados y disminuir alarmantemente los trans- 
portes maritimos amenazaba quebrantar ruda- 
mente la estructura econédmica de muchas na- 
ciones de la América Latina, debilitando su posi- 
cién financiera y reduciendo el bienestar de sus 


pueblos. 


Uno de los resultados de las labores de la Con- 
ferencia Internacional Americana de Panama, 
en su aspecto econdémico-financiero, fué la crea- 
cién del Comité Consultivo Economico Finan- 
ciero Interamericano que vino a constituirse en 
Washington con representacion de todas las re- 
publicas del continente. Sus trabajos estan con- 
sagrados por completo al estudio y solucién de 
problemas econdmicos y financieros que afecten 
a las naciones americanas; y guiado por el pro- 
posito de ampliar su campo de accién mediante 
la creacion de organismos que coadyuven en el 
empefio de producir mejoramiento econdmico por 
medio de desarrollo industrial y comercial donde 
ello sea posible, el Comité Consultivo decidié 
constituir en Washington una comisién perma- 
nente que atendiera a determinadas actividades 
de fomento industrial y comercial en la América 
Latina. 


A esta decision del Comité Consultivo se le dio 
forma definitiva en una resolucién aprobada el 
15 de Enero de 1940. Dice esa resolucién que la 
comisién permanente, constituida por cinco miem- 
bros, procurara la formacién y financiacién, con 
capital de los Estados Unidos y de la América 
Latina, de aquellas empresas que puedan desa- 
rrollar nuevas industrias productoras de articulos 
para los cuales sea posible encontrar nuevos mer- 
cados, 0 mercados mas amplios, en los Estados 


Unidos 0 en otras reptiblicas de América. 


sas empresas se dedicarian a la exploracién y 
explotacién de riquezas minerales en la América 


Night view of a 
South American 
refinery. 
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por J. Rafael Oreamuno 


Vicepresidente de la comision de Fomento Interamericano, 








‘ Sile 


J. Rafael Oreamuno, vice president of the Commission for Inter-American Development, 
author of the accompanying article pictured as he sailed for South America at the end 
of August. 

















the permanent Commission, composed of five 
members, would promote the formation, with 
capital provided by the United States and Latin 
American countries, of new enterprises which 
would be in a position to develop new industries 
for producing articles for which it would be pos- 
sible to find new markets, or wider markets in 
the United States or in other American republics. 


‘These enterprises would devote themselves to the 
exploration and exploitation of the mineral riches 
of Latin America; to exploiting and sending to 
American markets agricultural and forestry prod- 
ucts, and to the establishment and operation of 
industrial plants. 


For cooperating with it in the preparation and 
execution of such a wide plan of action the per- 
manent Commission was to constitute affiliated 


Residential section of the 
Caripito camp of the 
Standard Oil Company of 
Venezuela in Eastern 
Venezuela, 


Latina; a la explotacion y coloacién en mercados 
americanos de productos agricolas y forestales, y 
al establecimiento y desarrollo de plantas indus- 
triales. 


Para que cooperen con ella en la preparacion y 
eiecucion de tan amplio plan de accién perma- 
nente deberia proceder a constituir comisiones 
afiliadas en cada una de las capitales de la 
América Latina. 


La comisi6n permanente contemplada en la reso- 
lucion de 15 de Enero fue formalmente organi- 
zada en Washington el 3 de Junio de 1940 bajo 
la designacién de Comisién de Fomento Inter- 
americano. Los miembros son: 

Nelson A. Rockefeller, Presidente 

J. Rafael Oreamuno, Vicepresidente 
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Commissions in each capital of Latin America. 


The permanent Commission contemplated by the 
resolution of January 15 was formally organized 
in Washington on June 3, 1940, under the name 
of Commission for Inter-American Affairs. The 
members are: Nelson A. Rockefeller, President; 
J. Rafael Oreamuno, Vice President; Renato de 
Azevedo; G. W. Magalhaes; Anibal Jara; John 
C. McClintock, Executive Secretary. Mr. Rocke- 
feller is also coordinator of Inter-American Re- 
lations ; the functions of that organization are not 
to be confused with those of the Commission for 
Inter-American Affairs, which is a permanent 
international commission representing all the 21 
American republics. In the following December 
the Commission began its work through a dele- 
gation which was sent to South America to set 
up the national Commissions. 


Renato de Azevedo 

G. W. Magalhaes 

Anibal Jara 

John C. McClintock, Secretario Ejecutivo 
El Seftor Rockefeller es también Coordinador de 
Relaciones funciones de 
cuya oficina no deben confundirse con aquellas 


Interamericanas, las 


de la Comisi6n de Fomento Interamericano la 
cual es una comision internacional permanente 
representando todas las 21 Republicas Ameri- 
canas. En Diciembre siguiente inicié ella, por 
medio de una delegacion enviada a la América 
del Sur, la labor de constituir las comisiones 
nacionales afiliadas a ella. 


Con la cooperacién de los respectivos gobiernos, 
entre Diciembre pasado y Mayo de este aio 


quedaron constituidas las comisiones del Brasil, 


With the cooperation of the respective govern- 
ments, between December and May were con- 
stituted the Commissions of Brazil, Argentina, 
Uruguay, Paraguay, Chile, Bolivia, Peru, Ecua- 
dor, Colombia and Venezuela. By the end of the 
present summer the same delegation which visited 
those republics will have visited Panama, the 
republics of Central America, Mexico and the 
three Antillian nations, where commissions wil! 
be organized, thus completing the system of 21 
commissions for Inter-American Affairs. 


The exchange of information and studies between 
the Commission for Inter-American Affairs at 
Washington and the National Commissions in 
South America has begun and it is confidentl) 
expected that the opinion and technical reports 
that will be forthcoming will resuit in giving 
practical shape to commercial projects. 





© Robert Yarnall Richie 


Argentina, Uruguay, Paraguay, Chile, Bolivia, 
Peru, Ecuador, Venezuela. La 
misma delegacién que visité aquellas republicas 
ira antes de terminar este verano a Panama, las 
republicas de la América Central, México y las 


tres naciones antillanas para organizar las comi- 


Colombia y 


siones respectivas, quedando asi constituido el 
sistema de veintiun comisiones de fomento inter- 
americano. 


El intercambio de estudios 


entre la Comision de Fomento Interamericano de 


informaciones  y 


Washington y las comisiones nacionales de la 
América del Sur esta iniciado y se espera funda- 
damente que las opiniones e informes técnicos 
que se van formulando permitiran proceder en 
forma practica a la elaboracién de proyectos de 
caracter comercial e industrial. 
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- | For Oil Development 
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“ By Dr. Gustav Egloff 

ke . ‘ UNIVERSAL OIL PRODUCTS COMPANY 
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7 P 
Waite development of natural resources and 
trade of the South American countries has always 


1) been a matter of neighborly interest to the gov- 
at ernment and people of the United States, this 
in interest has been accentuated by the present 
ly emergency, in which the welfare and safety of 
ts the western hemisphere are threatened. 

Ig 


Under the circumstances, it is not to be won- 
| dered at that the bonds between the United 
States and its good neighbors to the south should 
become stronger, that they should be drawn more 
closely together by a common interest in assuring 





security of all. 


Right now, as is well known, the United States 
government is doing its utmost to help the South 
American countries, first by providing markets 
for their products to replace former world mar- 
kets that are closed to them, and, second, to 
supply to those countries needed goods which 
they can no longer obtain from other sources. 
Generally speaking, this helpful attitude is re- 
ciprocated and may be expected to develop. 


One of the deepest impressions made upon the 
visitor who travels over the South American con- 
Some of the 
southern nations dwarf the United States by 
comparison of areas. 


tinent is that of size, of distance. 


Populations are small in 
proportion to space. Here is room for many 
millions of people to find useful work and happy 
homes, developing latent resources and profiting 
thereby. It seems altogether probable that the 
future of the South American nations will to 
some extent parallel the development and growth 
of the United States. 


but development of the South American coun- 





fia, tries should proceed far more rapidly than did 
“ the winning of the U.S.A. Whereas the North 
ven American pioneers made their way westward 
las trom the Atlantic in covered wagons, the South 
las Americans have motor vehicles at hand to speed 
nail their migrations. The usefulness of motor ve- 
el hicles depends upon the production and refining 
ers ot petroleum. 

fos Petroleum is one of the most important of the 
aa many raw materials with which South America 
* is endowed and that fact speaks well for the 
Pte present and future development of the continent. 
icos 

* \s has been the case in the United States and 
de ther countries, South American social and indus- 


rial progress may very well be measured in some 
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degree by the extent of the development and 
utilization of its petroleum resources. 


Already the petroleum industry is well developed 
in some of the South American countries, al- 
though only three produce enough for their own 
needs. 


Last spring 1 was a member of a group of tech- 
nologists and business men who made a South 
American tour, lasting six weeks, under the 
sponsorship of the National Research Council. 
Six countries were visited: Argentina, Brazil, 
Chile, Colombia, Uruguay and Peru. In each 
of them I gave as much study to the oil situa- 
tion as the extremely limited time permitted. 
The status of oil production in each country, 
compared with the census of motor vehicles and 
consumption, is shown in the accompanying table. 


Automobile Census and Petroleum 
Production and Consumption—1940 





Petroleum Petroleum 
Automobiles* Produced Products 
Country 19 Barrels Consumed—Barrels« 

Argentina 307,935 20,486,000 33,000,000 
DT apexes 205,722 0 9,500,000 
CD socvese 18,000 0 5,100,000 
Colombia 34,000 26,067 ,000 3,500,000 
Uruguay . 28,823 0 3,300,000 
POE acevcce 22,216 13,427,000 2,300,000 
Total 616,696 59,980,000 57,000,000 


* Automobile Facts & Figures 


All the South American nations, of course, are 
keenly alive to the importance of their oil re- 
serves and are concerned with the problem of 
developing production, but different countries ap- 
proach the problem from different angles. 


In some the policy is to nationalize the oil indus- 
try completely and to keep all exploration, de- 
velopment, production and refining strictly in 


the hands of the government. Other countries 


- | Capital and Technical Skill Available 


prefer to develop their resources under the prin- 
ciple of private ownership and free enterprise, 
welcoming the investment of outside capital and 
the exercise of foreign management, so long as 
the development is carried out on a fair and 
equitable basis. 


Examples of the nationalistic policy are Chile, 
Uruguay, Argentina, and Brazil. In these coun- 
tries there are laws forbidding or restricting 
foreign development of mineral resources. Only 
one, Argentina, is at present an important oil 
producer, and its production is not equal to its 
needs. 


Examples of the opposite policy are Colombia, 
Peru, Venezuela, and Ecuador. Oil development 
there is on a free enterprise basis and is mostly 
carried on by outside companies, chiefly North 
American or British, with due safeguards of the 
rights of the citizens. Export of crude, plus the 
taxes paid by the oil companies are important 
sources of national revenue to those nations. 
Governments of countries which have national- 
ized their oil resources often engage single geolo- 
gists or geophysical prospecting crews to explore 
for oil. It has often been the experience, how- 
ever, that the extent of such exploration is inade- 
quate to do a thorough job in a reasonable time, 
especially in the vast reaches of such a continent 


as South America. 


Of the countries relying on the employment of 
consultants working directly under government 
control, Brazil has spent the most money—about 
$6,000,000—in an effort to find oil which thus 
far has met only a limited success. Twelve wells 


have been drilled, of which 10 were dry. 


A selective Dubbs cracking unit with a capacity of 1750 bbl. per day 
in a South American refinery. 































In the countries where free enterprise prevails, 
by way of contrast, all the risks of exploration 
and drilling, all the expense for tools, instru- 
ments, wages and overhead are borne by the 


individual companies. 


Colombia is a good example. While large pro- 
duction has been developed by some interests, it 
is reported that three North American companies 
already have spent more than $35,000,000 with- 


out finding a drop of oil. 


They are still continuing their search with the 
faith that ultimately they will find commercial 
production. Even if this faith proves unjustified 
and their diligence goes unrewarded the great 
loss will be theirs, not the government’s nor the 
people’s, and they will have been employing num- 
bers of Colombian citizens for several years at 


good wages. 


Geologists, mathematicians, chemists, mineralo- 
gists, paleontologists and engineers must all work 
together, correlating their experience and knowl- 
edge in order to get the best results. 


And even with all the knowledge and experience 
that can be brought to the task, the hazard of 
failure can only be lessened; it cannot be elimi- 


nated. There is no sure way of finding oil. 


Much the same can be said for all branches of 
the oil industry. Each phase of it, drilling, pro- 
ducing, refining, has its problems that only men 
with specialized knowledge and long experience 
can solve. Especially is this true in refining. 
However, in this branch of the industry pro- 
cedures have been definitely worked out and re- 
sults can be predicted with certainty, in striking 
contrast with the situation in the oil finding and 


producing divisions. 


Research and development companies in the 











United States have invented and brought to a 
high state of development processes which can 
be relied upon to get the utmost value out of 
every barrel of crude oil produced. Equipment 
has been designed to carry on these processes 
efficiently and operating methods have been 
worked out. 


These processes are in wide use the world over 
and are easily adaptable to all varieties of crude 
oil produced in South American countries. Also, 
they are readily available under license to any 
company or any government desiring to establish 
a refining industry of its own. 


Viewing the oil industry as a whole, in South 
America as everywhere else, one reaches the con- 


Dr. Gustav 
Egloff, Direc. 
tor of Research, 
Universal Oil Pro. 


pleted a trip around South 
America. 


clusion that it can best be developed successfull) 
by organizations well manned by specialists, with 
large resources of capital, knowledge and world- 
wide experience. 


Such companies can and do call to their assistance 
the specialized experience of research and de- 
velopment and equipment companies whose con- 
tributions are necessary to achieve results. 


Many North American oil and equipment and 
process companies are ready, willing and able to 
help in the development of the important oil re- 
sources of the South American continent on a 
basis fair and equitable to the governments and 
peoples of those countries, all for the solidarity 
and security of the western hemisphere. 


El Capital y la Habilidad Tecnica estan 
disponibles para el desarrollo petrolero 


por el doctor Gustav Egloff., 


Universal Oil Products Company 


Acw cuando el desarrollo de las riquezas 
naturales y del comercio de los paises sur ameri- 
canos ha sido siempre asunto de amistoso interés 
para el gobierno y el pueblo de los Estados Uni- 
dos, este interés se ha acentuado con motivo de 
la actual emergencia, en la cual el bienestar y la 
seguridad del Hemisferio Occidental estan 
amenazados. 

En estas circunstancias no debe causar sorpresa el 
hecho de que los lazos entre los Estados Unidos 
y sus buenos vecinos del sur, hayan venido a 


hacerse mas fuertes, que se sientan atraidos 
mutuamente de una manera mas estrecha, por un 
comun interés en lograr seguridad para todos. 


En estos momentos, como es bien sabido, el 
gobierno de los Estados Unidos esta haciendo 
todo lo posible para ayudar a los paises sur ame- 
ricanos, primero, proporcionando mercados para 
sus productos para reemplazar los antiguos mer- 
cados mundiales que se les han cerrado, y segun- 
do, suministrando a esos paises las mercancias 
que necesitan y que no pueden ya obtener de 
otras fuentes. hablando, esta 
provechosa actitud es correspondida. 


Generalmente 


Una de las mas profundas impresiones que recibe 
el que viaja a través del Continente sur ameri- 
cano es la de tamanio, de distancia. Algunas de 
las naciones meridionales, hacen aparecer pe 
quefios a los Estados Unidos, al comparar siper- 
ficies. Las poblaciones son pequefias en propor- 
cion al espacio. Aqui hay campo para que 
muchos millones de gente puedan encontra® un 
trabajo provechoso y hogares felices, desirro- 
llando las riquezas latentes y recibiendo el 
provecho de ellas. Parece muy probable que ¢! 
porvenir de las naciones suramericanas sera /iasta 
cierto punto paralelo al desarrollo y al crecimien- 
to de los Estados Unidos. 
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Pero el desarrollo de los paises sur americanos 
deberia adelantar mucho mas rapidamente que 
el de los Estados Unidos. Pues mientras que los 
exploradores norte americanos se abrieron camino 


hacia el oeste en carretas cubiertas, los sur ameri- 
canos tienen vehiculos de motor a su disposicién 
para acelerar sus migraciones. La utilidad de los 
veiiculos de motor depende del petroleo. 


El petréleo es una de las mas importantes de las 
muchas materias primas de que Sur América esta 
dotada y esta es una consideracion favorable para 
el desarrollo actual y futuro del continente. 


Como ha sucedido en los Estados Unidos y en 
otros paises, el progreso social e industrial de 
Sur América puede muy bien medirse, hasta cier- 
to punto, por el grado del desarrollo y utili- 
zacion de sus recursos petroliferos. 


La industria de petréleos esta ya bastante desa- 
rrollada en alguno de los paises sur americanos, 
aun cuando solamente tres producen lo suficiente 
para sus necesidades propias. 


En la primavera pasada fui miembro de un grupo 
de tecndlogos y hombres de negocios que iban a 
hacer una gira de seis semanas por de Sur 
America, bajo los auspicios del National Research 
Council. Seis paises fueron visitados: Argentina, 
Brasil, Chile, Colombia, Uruguay y Pert. En 
cada uno de ellos estudié la situacién petrolera 
tanto como me lo permitié el poquisimo tiempo 
a mi disposicién. El estado de producci6on petro- 
lera en cada pais, comparado con el censo de los 
vehiculos de motor y el consumo, puede verse 
en la tabla que se acompafia:— 


Censo de Autom6tives* y Produccién Consumo 


de Petréleo - 1940. 








Productos 
Petroleo de Petroleo 
Automoviles Producido Consumidos 

Pais 19140 Barriles Barriles 
Argentina . .307,935 20,486,000 33,000,000 
Beach ..... 205,722 0 9,500,000 
Chile ...... 48,000 0 5,400,000 
Colombia .. 34.000 26,067,000 3,500,000 
(ruguay ... 28,823 0 3,300,000 
reer 22,216 13,427,000 2,300,000 
619,034 46,553,000 57,000,000 


* Vease Automobile Facts and Figures. 


Todas las maciones sur americanas, por supuesto, 
estan profundamente conscientes de la impor- 
tancia de sus reservas petroleras, y estan intere- 
sadas en el problema de desarrollar la produc- 
cion, pero los distintos paises afrontan el pro- 
blema desde angulos diferentes. 


En algunos, la politica es nacionalizar completa- 
mente la industria petrolera y conservar toda la 
exploracién, desarrollo, y refinacién  extricta- 
mente en manos del gobierno. Otros paises 
prefieren desarrollar sus recursos bajo el prin- 
cipio de propiedad privada y libre empresa, y ven 
con agrado la inversion de capital exterior y el 
ejercicio de direccién extranjera, siempre y cuan- 
do que el desarrollo se Ileve a cabo sobre bases 
justas y equitativas. 


Chile, Uruguay, Argentina y Brasil, son ejem- 
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plos de la politica nacionalista. En estos paises 
existen leyes que prohiben o restringen el desa- 
rrollo extranjero de recursos minerales. Solamente 
uno, Argentina, es actualmente un productor im- 
portante de petroleo y su produccién no es igual 
a sus necesidades. 


Colombia, Peri, Venezuela y el Ecuador son 
ejemplos de la politica contraria. El desarrollo 
petrolero se encuentra alli sobre la base de em- 
presa libre, y se lleva a cabo principalmente por 
compaiiias extranjeras, especialmente norteameri- 
canas o inglesas, con la debida proteccion a los 
derechos de los ciudadanos. La exportacion de 
crudo, mas los impuestos pagados por las com- 
pafiias petroleras, son fuentes importantes de las 
rentas de estas naciones. 


Los gobiernos de los paises que han nacionalizado 
sus reservas petroleras, contratan a menudo geo- 
logos o grupos geofisicos para hacer exploraciones 
en busca de petrdleos. Sinembargo, se ve fre- 
cuentemente que la extensidn de tales explora- 
ciones es inadecuada para llevar a cabo un tra- 
bajo completo en un tiempo razonable, especial- 
mente en las vastas extensiones de un continente 
como Sur América. 


De los paises que emplean técnicos consultores 
que trabajan directamente bajo el control del 
gobierno, Brasil es el que ha gastado mas dinero 
—cerca de $6,000,000—en su esfuerzo para en- 
contrar petroleo, habiendo hasta ahora logrado 
solamente un éxito limitado. Se han perforado 
doce pozos, de los cuales 10 resultaron secos. 


En contrtste, los paises en donde prevalece la 
empresa privada, todos los riesgos de exploracion 
y perforacién, todos los gastos para herramientas 
e instrumentos, jornales y gastos de administra- 
cién son hechos por las compafiias individuales. 


Colombia es un buen ejemplo. Aun cuando al- 
gunos intereses han desarrollado una gran pro- 
duccién, se dice que tres compafiias norteameri- 
canas han gastado ya mas de $35,000,000 sin 
encontrar una gota de petroleo. 


Esas compafiias estan continuando sus explora- 
ciones y tienen fe en que al fin y al cabo llegaran 
a una produccién comercial. Aun cuando esta 
fé no lIlegue a justificarse y sus actividades 
queden sin recompensa, esa gran pérdida sera de 
ellas, no del gobierno ni del pueblo, y mientras 
tanto habran estado empleando ciudadanos co- 
lombianos por varios afios, pagandoles buenos 
jornales. 


Las exploraciones en busca de petroleo, no son 
trabajo para un solo hombre, ni siquiera un 
trabajo para una profesién. Constituyen ellas un 
arte sumamente complicado, que requiere muchos 
técnicos y hombres de ciencia perfectamente en- 
trenados y el uso de muchas herramientas e ins- 
trumentos costosos y complicados. 


Juntos tienen que trabajar gedlogos, matematicos, 
quimicos, mineralogistas, paleontélogos e ingenie- 


ros, correlacionando su experiencia y sus cono- 
cimientos para obtener los mejores resultados. 


Y aun con todo el conocimiento y la experiencia 
que puede llevarse a estas actividades, el riesgo 
de un fracaso puede solamente disminuirse pero 
no eliminarse. No hay una forma segura para 
encontrar petroleo. 


Como promedio, de ocho pozos perforados en 
territorio de prueba, solo uno resulta productor. 
Solamente la perforacién puede decir si hay 
petroleo o no. 


Casi lo mismo puede decirse para todas las ramas 
de la industria petrolera. Cada fase de ella, per- 
foracion, produccién, refinacion, tiene sus pro- 
blemas que solamente hombres de conocimiento 
especializado y grande experiencia pueden solu- 
cionar. Esto es especialmente cierto en lo que 
toca a la refinacién. Sin embargo, en este ramo 
de la industria se han desarrollado procedi- 
mientos definitivos y pueden determinarse con 
exactitud los resultados, en vivo contraste con 
la situacion en las divisiones de pesquisas en busca 
de petroleo y produccién. 


En los Estados Unidos, compaiiias que se espe- 
cializan en investigaciones y desarrollos han in- 
ventado y perfeccionado altamente, ciertos pro- 
cedimientos en que puede tenerse confianza para 
obtener el mayor valor posible de cada barril de 
petroleo crudo que se produce. Se han disefiado 
equipos especiales para llevar a cabo estos pro- 
cedimientos con toda eficiencia y se han perfec- 
cionado los sistemas de operacién y funciona- 
miento. 


Estos procedimientos se estan usando extensa- 
mente en todo el mundo y son facilmente adapta- 
bles a todas las variedades de petréleo crudo que 
se producen en los paises sur americanos. Pueden 
también facilitarse sin dificultades, mediante li- 
cencias, a cualquier compafiia o gobierno que 
desee establecer su industria de refineria propia. 


Considerando la industria de petréleo en conjun- 
to, tanto en Sur América como en cualquiera otra 
parte, llega uno a la conclusion de que ella puede 
desarrollarse mejor y con mas éxito por organi- 
zaciones, bien dotadas de_ especialistas, con 
grandes recursos de capital, conocimiento y ex- 
periencia en todo el mundo. 


Esa clase de compafiias pueden obtener y obtienen 
la ayuda de la experiencia especializada de em- 
presas de investigaciones y desarrollos, cuyas con- 
tribuciones son necesarias para lograr resultados 
satisfactorios. 


Muchas compafiias norte americanas de petro- 
leos, equipos, y procedimientos, estan dispuestas 
y capacitadas para ayudar en el desarrollo de los 
importantes recursos petroliferos del continente 
sur americano, sobre bases justas y equitativas 
para los gobiernos y pueblos de esos paises, todo 
para la solidaridad y seguridad del hemisferio 


occidental. 
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Reed Tool Joints are manufactured 
in many types and can berfyrnished 
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)j The Reed “BR” Wire 

Line Core Drill is es- 

pecially adapted for 

intermittent or con- 
tinuous coring in 

either the soft, me- 
dium hard or hard 

‘| formations. Compact- 
ness, simplicity of 
construction and 
light weight have es- 
tablished the Reed 
“BR” as the leading 
wire line core drill 
for dependable oper- 
ation and low oper- 
| ating costs. 
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COMPLETE CORING SERVICE 
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REEL OT TNT Fo TET 


REED 
ROCK BITS 
MAYOR DURACION 


The UNIFIED assembly of INDEPEND- 
ENTLY SUPPORTED CUTTERS designed 
in each type of bit for a specified 














formation range, plus accurately bal- ral haa ball Te 
anced bearing assemblies and im- CORE DRILL 
proved metallurgy in the bit cutters . 






assures greater safety — greater 
strength and longer service life. 


The Reed Interchangeable Mud Nozzle 
Assembly permits selection “at the 
rig’ of the correct jetting action for . a 
efficient cutter tooth cleaning action. 7 
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The Reed Kor-King 
(for conventional cor- |)" 
ing) is simple in con- 
Istruction with non- 
rotating inner barrel 
fA and core catcher. The 
‘ | inner barrel operates 
Yagainst oil proof, 
slush lubricated rub- 
ber bearings, an ex-| 
clusive Reed Kor- 
King feature. Choice 
; of Inside Vent Type, 
¥ Outside Vent Type, 
or Drop Ball Type 
\ | may be had in the 
|\J same barrel with a 
few minor changes. 
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Above, the main office build- 
ing of the Yacimientos Pe- 
troliferos Fiscales in Buenos 
Aires. Right, the La Plata 
refinery with a capacity of 
31,500 bbl. per day, largest 
in operation by the YPF. 


Chance Discovery at Comodoro 


Rivadavia Thirty-four Years Ago, 
Started Career Which Has Brought 
National Company to a Production 


of Over 10,000,000 Bbl. Yearly. 


ALtruovucu the existence of petroleum was 
known in Argentina as far back as the seven- 
teenth century the first attempts at exploitation 
were not undertaken until about the time when 
the development of petroleum production began 
in the United States. These early attempts, 
which were made at various points in the prov- 
inces of Mendoza, Salta and Jujuy were not 
successful. The search for oil was abandoned for 
many years and when the discovery of a com- 
mercial field finally was made it came about in 
an accidental manner. 


In the early nineteen hundreds the Department 
of Public Works undertook to provide water for 
the southern ports of Argentina most of which 
were lacking in available supplies. Drilling was 
started in the village of Comodoro Rivadavia in 
1903. Light equipment was used and operations 
had to be suspended at a depth of 570 ft. with- 
out result. In 1907 operations were resumed 


with new equipment capable of penetrating to 
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1500 ft. When this depth was reached without 
finding water it was decided to continue further 
since the drilling machinery was operating with- 
out difficulty. At 1700 ft. first traces of gas 
appeared and a few feet below an oil sand was 
encountered from which approximately 63 bbl. of 
petroleum per day were obtained. 


It was in this manner that the national govern- 
ment entered the oil business. A reserve zone 
extending approximately 15 miles in all direc- 
tions from the discovery well was established by 
a decree of Dec. 14, 1907. From that time 
until 1940 the amount of drilling done in the 
Comodoro Rivadavia fields exceeded 6,500,- 
000 ft., a figure which will convey some idea 
of the effort devoted by the government to this 
enterprise through Yacimientos Petroliferos Fis- 


cales. 


In 1916, when production in the Comodoro 
Rivadavia fields was well established, the search 
for oil in other areas was initiated. The area 
first selected, this time as a result of geological 
studies and not by chance as in the case of 
Comodoro Rivadavia, was at Plaza Huincul in 
the Nequen territory. Well No. 1, located at 
Kilometer 1207 of Ferrocaril del Sud, Neuquen- 
Zapala line, encountered a commercially produc- 
tive sand at 1970 ft. and a new oil field was 
brought into existence. Up to the end of 1940 
the footage drilled in the Plaza Huincul field 
was 902,365. 





















Oil Development 


In 1928 Yacimientos Petroliferos Fiscales drilled 
the first exploration well in the Vespucio terri- 
tory, Province of Salta, where production was 
found at a depth of 1300 ft. In the following 
twelve years drilling in the Salta fields was car- 
ried on actively, amounting to 396,876 ft. 


In the Province of Mendoza, where the private 
company Mendocino de Petroleo had drilled 
several shallow wells, beginning as early as 1886, 
at the foot of Cachueta Hill, with a small pro- 
duction, Yacimientos Petroliferos Fiscales began 
operations in 1932 through an agreement with 
the original operator. A series of drillings in the 
same Cachueta zone, of greater depth than the 
earlier 200 to 250 ft. wells, led to a substantial 
increase in output, establishing this as a normal 
working field. Following geologic studies ex- 
ploratory drillings were made with negative 
results, in the regions of Melargue, Potrerillos, 
Santa Elena, Pampa Amarilla, Rio Saluda and 
San Carlos in Mendoza Province, but in Lulun- 
to and Tupungato productive formations were 
located, the latter being particularly promising. 
Drilling operations of YPF in Mendoza up to 
the end of 1940 aggregated 272,480 ft. and rep- 
resented a considerable range of activity bearing 
in mind the fact that the greater part of the 
operations were in unexplored areas where 
progress necessarily is slow. 


It has been the policy of YPF to give special 
attention to the drilling of exploration wells. 
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Above, another view of the La Plata 
refinery which started operations in 
1925 and now produces aviation 
gasoline, supergas and specialties 
in addition to a complete line. 
Right, explosion in seismograph 
shot hole at Plaza Huincul. 


The company has in operation twenty-four 
rotary rigs capable of drilling from 3,000 to 
10,000 ft. The majority are operated by Diesel 


engines. For deep drilling and operation at Com- 


odoro Rivadavia electric power is employed. 


Recently the company has added a number of 
portable outfits several of which are now in 
active operation, drilling to depths of 3,000 to 
6,500 ft. The greatest depth reached in explora- 
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tion drilling was in the L2 well in Mendoza 
Province which was carried down 8,140 ft. end- 
ing as a dry hole. The well began with a diam- 
eter of 1714 in. and ended with a 5% in. 


diameter after failure to obtain production. 


1940, YPF possessed 469 ex- 
ploration wells. Of these 279 were in the district 


of Chabut (Comodoro Rivadavia zone), 11 in 


As of January 1, 
































the district of Santa Cruz, 79 in the district of 
Neuquen (Plaza Huincul zone), 41 in the prov- 
| ince of Salta, 6 in Jujuy and 59 in Mendoza. 
Along with this exploration work many produc- 
ing wells have been drilled in proven fields in 
order to increase the output of petroleum. The 
number of these wells up to December 31, 1940, 
was 2,639 of which 2,208 were in Comodoro 
Rivadavia, 297 in Huincul, 103 in Salta and 31 
in Mendoza with a number of rigs in operation. 


The average depth of wells varies greatly within 
the fields. For instance, in the Comodoro Riva- 
davia fields, the wells of Campamento Central 





do not exceed 2,600 ft. while those of Campa- 
mento El Trebol are above 4,550 ft.; the gen- 
eral average of drilled wells in 1939 was 3,953 
ft. In Plaza Huincul, the average was 3,039 
ft.; in Salta 2,500 ft., and in Mendoza 5,465 
ft., the latter covering the zone of Tupungato. 


The average output naturally varies according 
to the peculiarities of the formations and the 
depth of the wells. In the Comodora Rivadavia 





territory, where the producing zone is more ac- 
cessible, an average of 147 bbl. was obtained in 
1938, and of 125 bbl. per drilling equipment 
and per day in 1939. In Plaza Huincul, the 
average production was 84 bbl., in Salta 63 
bbl., in Mendoza 56 bbl. 


An interesting feature of the Comodoro Riva- 
davia oil fields, located on the Gulf of San Jorge, 
is that the oil formations extend toward and 
under the sea. For this reason, wells have been 
drilled in rocky formations, where the depth of 


Below, determination of velocity for 
seismic surveys in the Neuquen territory. 











the water is not great. Up to the present 240 
such wells have been drilled, some of which are 
located at a distance of half a mile from the 
coast. One well, which proved non-productive, 
is nearly three-fifths of a mile off shore. As 
shown in an accompanying illustration the in- 
stallations of these wells are on wooden plat- 
forms, joined together by handrails and mounted 
on iron substructures. These platforms must be 
solidly built in order to withstand the frequent 
storms of extraordinary violence that occur in 
this part of the country. 


Due to the difficulty and expense involved in 
drilling vertical wells far into the sea, it was 
decided to put down controlled directional wells 
to reach formations which otherwise would have 
been inaccessible. For this purpose two special 
outfits of the whipstock system for rotary ma- 
chines were purchased in the United States. 
With this aid, 15 controlled directional wells 


have been drilled, of which only one was unsuc- 
cessful. As an example of a great deviation from 
the vertical mention should be made of Well 
1689, in which a displacement of 1,846 ft. was 
obtained by use of the whipstock. 


Of the 3,097 wells drilled prior to 1940 by 
1,854 were 
producing oil, 409 had ceased operations and 


Yacimientos Petroliferos Fiscales, 


119 were producing gas or acting as key wells 
for injection into the petroleum sands. 


Distribution of Argentine Wells by Production 





Methods 
Comedoro Plaza 

Operating Riva- Huin- Men- 

Process davia eul Salta doza Total 
Mechanical Pumping . .1,539 96 13 23 1,671 
Pneumatic Pumping .. .... 48 47 - 95 
Natural Flowing ...... 23 14 15 12 64 
Artificial Flowing ..... 7 ee 3 ee 10 
Testing Extraction .... 6 a< oe 1 7 
Cable Extraction ...... 4 2 1 7 

CO ere 1,579 160 78 37 1,854 


As shown in the accompanying table, mechanical 
pumping is the most widely used method, as the 
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greater part of the wells have characteristics 
adapted to this method. Comodoro Rivadavia oil 
has a relatively high density (up to 0.925), and 
the quantity of gas dissolved is very small. 
Wherever production warrants it pumping units 
of the counterbalanced type are used. 


Production of oil in the Comodoro Rivadavia 
fields in 1940 amounted to slightly over 15,000,- 
000 bbl. of which 8,483,195 bbl. represented the 
output of YPF. Plaza Huincul produced 1,277,- 
464 bbl. including 676,488 bbl. from wells of 
the YPF. Salta’s production was 1,848,880 bbl. 
of which 819,315 bbl. were YPF production. 
In Mendoza province YPF was the sole opera- 
tor with a production of 2,515,458. Thus, out 
of a total of 20,641,925 bbl., YPF produced 
12,494,488 bbl. or over 60 percent. A note- 
worthy production record was that of five wells 
drilled to the lower level in the Tupungato field 
in 1938 which had an average output of 1,058 


increased by a yearly average of 14.2 percent since 
1934, as shown in the accompanying table. 


The different types of wells vary in accordance 
with the oil field under exploitation. They can 
be divided into several large groups, according 
to zone as shown below: 


(a) Comodoro Rivadavia: Heavy oil with little 
gas dissolved; sand formations of small thick- 
ness; moderate permeability, non-flowing lower- 
ing pressures, moderate production, depths vary- 
ing from 1,625 to 4,875 ft. 


(b) Tupungato (Mendoza): High production, 
large thicknesses with formations of solid cracked 
sand; pressures are apparently maintained by 
hydraulic power; depths up to 7,150 ft. 


(c) Salta: Wells of low index of production, 
flowing light oil with large amounts of dissolved 





Argentina’s principal field, Comodoro Rivadavia in the territory of Chubut, Part of the 
field and the YPF camp is visible. 


bbl. per well per day, although their flow is 
restricted to orifices varying from 234 in. to 
4% in. indicating a much higher potential. 

As a result of the number of wells drilled dur- 
ing recent years, their better distribution and 
the addition of new wells, YPF production has 


Percentage Increase in YPF Production 


Output Increase Increase 
Year (bbl) (bbl) (percent) 
. eee 132.629 i .cece coe 
. 2a .- 149,817 17,187 12.9 
a a 180,967 31.166 20.8 
EP er ne 200,301 19.319 10.6 
Dw Jaa . -227,078 26.793 13.3 
ave. eee vem .. -257.969 30.889 13.6 
ee ---.- 314,802 56,839 22.0 
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gas, small thicknesses of sand formations, semi- 
solid and very fine; depth from 1,950 to 4,875 ft. 


(d) Plaza Huincul: Wells of low productivity 
index, free gas, varying thicknesses, light oil, 
flowing at the beginning, lowering pressures, 
solid sand formations. 


The Comodoro Rivadavia oil field, on the At- 
lantic Coast, at the Bay of San Jorge, is in the 
Territory of Chubut and is located between 
parallels 45 deg. and 47 deg., southern latitude. 


It resembles a plateau made up of graded levels 
and several wide landings which show a group 
of sediments such as sand, calcareous and heter- 
ogeneous mixtures, in apparently horizontal 
position and of light colors. 


These extremely wide levels begin from the 
Atlantic Coast and extend toward the interior, 
and are usually covered with an even coating of 
ore fragments. On the coast the landings end in 
steps from 160 to 487 ft. high and forming a 
wall with openings shaped as large ravines and 
river mouths. 


The production of petroleum in this oil field 
began in the year 1907, and a total of 108,234.- 
177 bbl. had been extracted by YPF up to the 


end of 1940 without diminishing its importance. 


The oil of the Comodoro Rivadavia oil field 
is processed at La Plata refinery for distribution. 
YPF has a fleet of 10 tankers, three cistern 
ships and other minor vessels, with a total aver- 
age capacity of 80,000 tons, which are used for 
transportation of the oil. Storage capacity for 
1,174,950 bbl. of crude is available. Additional 
individual tanks for the wells have been installed 
and loading takes place from two wharves at the 
rate of 3,150 and 3,780 bbl. per hour. The ves- 


sels can be moored at a depth of 30 ft., low tide. 


Plaza Huincul field, Neuquen district, has been 
under normal exploitation since 1918, and up to 
the end of 1940 YPF had obtained 6,967,780 
bbl. of oil, part of which is refined in the local 
refinery which has a topping plant with a capac- 
ity of 1,575 bbl. per day, the remainder being 
forwarded by railroad to the La Plata refinery 
to be refined. One of the installations in this 
field is a natural gasoline plant. There also are 
storage tanks for crude with a total capacity of 
78,500 bbl., a club house, homes for employees 
and laborers and other buildings. 


The Salta field, in the northeastern province of 
Salta, near the Bolivian border, is in the middle 
of a tropical forest, on the railroad line of Em- 
baracacion a Yacuiba. During thirteen years of 
normal exploitation, YPF has recovered 2,959,- 
380 bbl. of oil. Only a small part of the oil 
extracted is industrialized in the same field, the 
remainder being shipped by rail to other refin- 
eries of the same company, which operate in 
larger centers of population. 


Mendoza oil fields are located on the west side 
of the province of that name, on the mountain- 
chain of the sub-Andean zone. Included within 
these fields are the Cacheuta, Tupungato, Lun- 
lunta and Ranquil-co camps. Cacheuta camp is 
at the foot of Cacheuta Hill, parallel 33, south- 
ern latitude, at a distance of 20 miles southwest 
of the capital of the province. It has been under 
exploitation since 1932. Forty-four wells have 
been drilled, of which 26 yielded a moderate 
production with drilling continuing. 


Tupungato oil field, the most important in Men- 
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doza, discovered in 1938, is about 15 miles south 
of Cacheuta. A small part of the oil produced 
in the Mendoza oil fields is processed in the local 
refinery; the balance is sent by rail to the San 
Lorenzo Refinery in the Province of Santa Fe, 
near the city of Rosario. Anticipating the de- 
velopment of the Mendoza oil field YPF has 
built a new combined unit with a working ca- 
capacity of 3,150 bbl. per day. 


First development of a refining industry under 
government auspices occurred in 1914 at Como- 
doro Rivadavia when a battery of cylindrical 
stills was installed with an output of 1,890 bbl. 
per day, which was considered sufficient for the 
processing of the production that was expected 


to be obtained in the immediate future. 


This first refinery of the Argentine Government 
Oil Fields, which continued operating until the 
middle of 1933, produced gasoline, kerosene and 
fuel oil which were packed and shipped from 
Comodoro Rivadavia to Buenos Aires, the total 
amount of products turned out during its period 
of operation being 4,279,609 bbl. Beginning with 
1925, which was the date in which the La Plata 
refinery, of a much larger capacity, began to 
operate, the primitive installations of Comodoro 
Rivadavia were used as a pilot plant for the pro- 
duction of lubricating oils and since 1927 they 
produce only lubricants for the internal con- 
sumption of the oil fields. 


Discovery of Plaza Huincul field, in the Terri- 
tory of Neuquen, brought about the installation 
of a small topping plant which had a production 
capacity of 500 bbl. of crude oil per day and was 
able to produce gasoline, kerosene and other 
products necessary for the supply of the zone. 
This primitive topping plant processed up to 
1939, the year in which it was knocked down, 
a total of 1,923,000 bbl. of crude. It was re- 
placed by a modern tubular still with fractiona- 
tion and evaporation towers which made it pos- 


sible to increase production to 1,575 bbl. per day. 


While the Argentine Government Oil Fields had 
until 1925 the two small refineries of Comodoro 
Rivadavia and Plaza Huincul, the real industrial 
development of the company began in the year 
when the La Plata refinery with a capacity of 
15,750 bbl. per day was inaugurated. 


Taking into consideration the fact that Como- 
doro Rivadavia crude with a high percentage of 
water varying from 2.5 to 10 percent and a low 
content of gasoline had to be processed, a tubu- 
lar dehydration still and two Cross gas oil crack- 
ing units with a daily capacity of 1,000 bbl. each 
were installed at the unit. The Gray process at 
the time was just beginning to be used in the 
United States. La Plata was the second in the 
world to adopt it. Its use, of course, has been 
greatly extended since that time. YPF uses clay 
from its own quarries at Comodoro Rivadavia 
in the Gray towers for the vapor phase treat- 
ment of gasoline, which proves to be more eco- 
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nomical than the use of Attapulgus clay which 
was imported from the United States during the 
first year of operation of the La Plata unit. 


Up to 1928 the unit produced gasoline, lumi- 
nous kerosene, gas oil and tractor kerosene, but 
the increase in demand for these products made 
it necessary to enlarge the original capacity and 
to install additional cracking equipment for re- 
duced crude and gas oil. After a series of tests 
performed at the Cross cracking units it was 
decided to purchase a topping fuel oil visbreak- 
ing unit and another one for the cracking of gas 
oil obtained from the fuel oil cracking. This unit, 
which began operation in 1939, made it possible 
to increase the production of gasoline and other 
liquid fuels, at the same time enabling the re- 
finery to maintain the required production of fuel 
oil under the viscosity specifications. 


With the increase in production of cracking gas 
resulting from the installation of these new 
units, it was possible to produce liquid gas to be 
sent to towns which did not have artificial gas 
for domestic uses and therefore had to use coal. 
After a careful study of the liquid gas industry 
in the United States it was determined to adopt 
the system of distribution in cylinders and a 
plant was purchased with a capacity for a pro- 
duction of 40 cubic meters daily of C3 Hg, or 
supergas, as it was called for commercial pur- 
poses. This new plant began operations around 
the middle of 1933, but the demand for the 
product underwent a rapid increase making it 
necessary to install new plants at the refineries 
of San Lorenzo and La Plata, which raised the 
capacity for production of liquid gas up to 750 
bbl. per day. Since it was necessary to use prin- 


cipally Comodoro Rivadavia crude (classified by 





the Bureau of Mines as intermediate base), 
extensive laboratory and pilot plant studies were 
made before determining the most adequate pro- 
duction systems. The experience acquired at the 
small Comodoro Rivadavia unit and the stud’es 
made by a commission of technical experts ‘n 
Europe and North America showed the pos.i- 
bility of producing oils by means of vacuum dis- 
tillation and vapor processes with solvent 
treatment in the proposed new units. 


In 1933 production was initiated at the La PI: 


Refinery in a vacuum distillation plant with a 
2,200 bbl. daily capacity of Comodoro Rivada 


reduced crude, the gross oils obtained havi 


been submitted to a solvent treatment at an 
Edeleanu plant with liquid SOs, use of which 
in lubricating oil treatment was just being intro- 
duced in the United States. Oils thus treated 
are given a final acid and clay treatment with 
centrifugal dewaxing filters with pressure and 
vacuum redistillation. 


The lubricant production which in 1934 was 


56,662 bbl., reached 148,623 bbl. in 1939 owing 


et —) 


to improvements, modifications and increases it 


= 


troduced. At present YPF produces all types of 
lubricants, from aviation and Diesel motor oils 
to those which are used for textile and high 
pressure machines. 


As a result of the special characteristics of the 
Comodoro Rivadavia crude it was possible to 
initiate in 1934 the production of asphalts for 
the construction of highways and for industrial 
purposes. Existing installations permit the pro- 
duction of solid, liquid (cut back) asphalts and 
emulsions in sufficient quantity to meet the 


requirements of the country. 


Discovery well of the shallow horizon in th 
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Characteristics of Argentine Crudes 


C. Rivadavia 


Medium Horizonte 
Profundo 

Density of the crude .......... i 0.887 
PEE <ccctwecenndeae eos : 11.37 
Doemelty «co cccccccccsccccsecese 742 0.737 
Moeseeeme Ge scccccecss 5.02 12.84 
Bemalty 2. cc ccccccceccccsceces BO: 0.790 
Gas Ge SH ccovcvcvevoveveccsses 2.3: 7.90 
Bemelty 2c cccccccccccscesccves BAS 0.833 
Light Lubricant % ........ ace, ee 13.5 
Medium Lubricant % .......... J 3.99 
Heavy Lubricant % .......... ‘ 23 7.85 
NEE" ee eer 12.04 
Freezing point Less than 





Water and sediments 


The La Plata refinery which began operating 
in 1925 with a production capacity of 15,750 
bbl. per day and produced only gasoline, kero- 
sene and fuel oil at the time, has at present a 
pacity of 31,500 bbl. In 1939 it charged 
6,608,405 bbl. of crude and produced 1,500,559 
bbl. gasoline, 131,191 bbl. of aviation and indus- 
trial gasoline, 440,200 bbl. of kerosene, 4+,090,- 
(18 bbl. of Diesel and fuel oil, besides paraffine, 
asphalt, super gas and insecticide. 


Owing to the constant increase in demand for 
oil products and to provide a refinery convenient 
to important consumption centers, YPF in 1938 
erected at San Lorenzo, on the Parana River, in 
the Province of Santa Fe, a new refinery com- 
posed of a combined topping, cracking and poly- 
merization unit, with a daily capacity of 9,500 
bbl. of crude oil. This refinery, especially de- 
signed for the handling of Comodoro Rivadavia 
crude, has proved to have sufficient flexibility to 
treat crude of paraffinic base from Tupungato. 
Its output in 1939 included 1,055,000 bbl. of 
gasoline, 168,015 bbl. of kerosene and 1,461,480 
bbl. of Diesel and fuel oil from a charge of 
2,868,724 bbl. of crude petroleum. 


A new refinery has been constructed at Lujan, 


province of Mendoza, consisting of a combined 


Tupungato field in the Province of Mendoza. 


Prov. of Mendoza Prov. of Salta 


Rio 
Tupungato Cacheuta Vespucio Pescado 
0.865 0.876 0.8059 0.7905 
12.41 11.20 32.19 412.50 
0.7525 0.7588 0.7350 
12.00 12.00 24.76 29.50 
0.7986 0.8009 0.7956 
12.00 14.00 17.50 26.00 
0.8304 0.8305 0.8334 
10.4 8.5 9A 
creee eeeee 6.7 
7.6 11.0 . . Tr 
44.59 43.41 9.45 4.00 
+27°C +27°C eee ce pecs 


topping, cracking and reforming unit with a 
daily capacity of 3,150 bbl. of Tupungato crude. 


In 1938 YPF purchased the refinery of the Itaca 
Company in Campana. This refinery up to the 
end of 1939, processed 689,396 bbl. of crude 
and produced 287,325 bbl. of gasoline, 30,065 
bbl. of kerosene, 155,300 bbl. of Diesel and fuel 
oil and 2,900 tons of coke. 


With increases mentioned, the capacity of YPF’s 
refineries, which in 1925 was 18,145 bbl. of 
crude oil per day, is now nearly 50,000 bbl. 


YPF Refining Capacity 


i Dieta) GND nan 6.0 bones eec8esesn 31,500 bbl. 


San Lorenzo (21tece ne eens - 9,500 
Lujan 7 peters sew ee o« a* 3,150 
Campana me oe ° . wit 2,200 
Salta “7 é ae » 1,900 
Plaza Huineul ” . . ‘ . 1,878 








19,825 

The total cracking capacity, which in 1925 was 
2,000 bbl. per day, at the present time is +1,600 
bbl. per day, of which 33,925 bbl. correspond to 
reduced crude in combined units and tubular 
stills, and 7,180 bbl. to gas oil cracking in the 
Cross and La Plata units installed before 1934. 


In closing, it may be added that YPF follows 
attentively the progress of the manufacture of 


oil products, utilization of gas and treatment of 








residuals as well as all improvements regarding 


the production of these and the processes in use. 


Elements of Argentine 


Petroleum Geology 


Agcentixa, with its area of slightly less 
than 3,000,000 square kilometers or about 1,000,- 
000 square miles, possesses a complexity of geo- 
logical features in proportion to its great size. 
Rocks ranging in age from Archeozoic to Recent 
occur in structural features varying from the un- 
disturbed attitude of their initial deposition to 
the complex folds and faults of the great Andean 
mountain system. Under such widely different 
geological conditions it is not surprising that 
commercial deposits of petroleum and gas have 
been discovered at widely separated localities 


ranging in age from Devonian to Tertiary. 


Since Argentina primarily is an agricultural and 
stock raising nation with a comparatively small 
production of mineral products other than petro- 
leum it follows naturally that the development 
of geological knowledge of the country has prog- 
ressed somewhat less rapidly than in countries 
whose wealth depends more directly on mineral 
products. Nevertheless, the country has been the 
subject of numerous geological studies during 
the past hundred years and at the present time 
a reasonably complete understanding of the geo- 
logy of all of Argentina has been obtained. Since 
the discovery of petroleum in 1907 the interest 
in the search for additional deposits of oil and 


gas has intensified the geological studies. 


Argentina and the adjacent parts of its neigh- 
boring republics has been divided into sixteen 
geological provinces by Windhausen.* For the 
purposes of this brief report only those provinces 
most closely allied to the petroleum deposits and 
the probable limitations of prospective areas need 
be considered. These are: (1) the Brazilian 
Shield comprising the nucleus of the South 
American continent and composed of a complex 
of highly folded and metamorphosed Proterozoic 
rocks underlying marine Paleozoic sediments 
which are in general but slightly folded; (2) 
the Patagonian Massif composed of crystalline 
rocks which are exposed at intervals in the region 
between the Rio Negro and Rio Chubut; (3) 
the Cordillera of the Andes which marks a pro- 
nounced period of diastrophism which began in 
the Tertiary and which, together with the 
younger southern extension of the Andes into 
Patagonia, ofrms the great, complex structural 
features along the western boundary of Argen- 
tina; (4) the Precordillera or late Permian 
mountain sytsems of the provinces of Mendoza, 
San Juan and La Rioja; (5) the Sierras Suban- 
dinas, Tertiary folds of the provinces of Salta 
and Jujuy; (6) the Llanura Chaco-Pampeana 
or great plains of the pampa and chaco which 
are covered largely by Miocene and Quaternary 


* Windhausen, A., Geologia Argentina, 2° Parte, pp. 509-522, 
(Peuser, Buenos Aires) 1931. 
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deposits and with knowledge of the subsurface 
depending on a very few borings; and (7) the 
Cuenca de San Jorge or basin of Cretaceous and 
early Tertiary sedimentation in Patagonia. 


Commercial deposits of oil and gas have been 
found in structures developed in the Sierras Sub- 
andinas in Salta and Jujuy, in folds which flank 
the Cordillera of the 
anticlines along the northern limit of the Pata- 
gonia Massif in in complexly 
faulted anticlines in Chubut within the Cuenca 
de San Jorge. Numerous oil seeps and concen- 


Andes in Mendoza, in 








Neuquen and 


trations of asphalt, rafaelite and other hydro- 
carbons occur in these and other areas. The age 
of the rocks in which the exploited accumula- 
tions occur ranges from Devonian to Tertiary. 


fields of 


Blancas, San Pedro, Rio Pescado, Tartagal and 


In Northern Argentina the Aguas 
Lomitas-Tranquitas are all in the geological 
province of the Sierras Subandinas. The produc- 
tion here is found in closely folded anticlines 
which trend in a general northerly-southerly di- 
rection and which plunge to the south. In the 
fields now developed the producing areas occur 
where the south plunge along these axes is inter- 
rupted and gives way to structural closure. The 
dips on the flanks of these anticlines are at high 
rates and, since only the higher, near-axial parts 
of the structures are productive, the producing 
areas are highly elongate with productive loca- 
tions limited usually to one or two lines on each 
side of structural axes. The outcropping forma- 
tions are largely shales and poorly consolidated 
sandstones of Cretaceous and Tertiary age. The 
steep dips on the flanks of the closely folded 
structures and the restriction of the productive 
zones to the near-axial parts of the folds requires 
that well placed locations be made for the proper 
development of these 


testing and structures. 


Although the general form and position of the 
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One of the huge central pumping powers 
for wells drilled in the field at Comodoro 
Rivadavia. Right, Territory of Neuquen; 
the white line over the sand is trace of 
seismograph survey line. 


structures usually is sufficiently related to topog- 
raphy to be determinable with ease, the poorly 
consolidated nature of many of the outcrops, 
together with the thick soil mantle and dense 
vegetation characteristic of the semi-tropical 
climate make the exact mapping of structure 
difficult. Commonly the final structure mapping 
can be completed only after extensive excavation 
and pit digging for the revelation of formations 
covered by the soil mantle. 


Although in past years the production in the 
Vespucio and Tranquitas fields has come from 
sands of disputed but probable Lower Tertiary 
and Gondwana age found at depths of less than 
3,250 ft., the discovery of important production 
from definitely younger sands of the Tertiary 
Subandine in the Rio Pescado field in 1933 and 
Devonian production in the Aguas Blancas field 
in 1939, have opened additional horizons for 
more intensive prospecting. 


In the province of Mendoza there are four im- 
portant productive namely Cacheuta, 
Ranquil-Co. The 
Cacheuta, Tupungato and Lunlunta fields, al- 
though developed in structures of different types, 
are in the same sedimentary basin and each has 
its most important production from formations 
of Rhaetic (Upper Triassic) age. 


areas, 


Tupungato, Lunlunta and 


The Cacheuta field, the first to be discovered 
in the province, owes its discovery to the en- 


couragement to drilling offered by the asphaltic 
accumulations in the nearby outcrop of the 
Estratos de Cacheuta. The structure is a plung- 















ing anticlinal nose with the producing formations 
outcropping near the asphalt deposits which first 
brought interest to the area. 


The Tupungato structure, from which the most 
important production of Mendoza is now de- 
rived, is a closed anticline, well marked by good 
exposures in the Pliocene beds which outcrop in 
the area. This structure was formerly drilled for 
production from beds of Tertiary age at depths 
of from 650 to 1600 ft., but with the discovery 
of production in beds of Rhaetic age at a depth 
of about 5,850 ft. in July 1938 drilling of new 
wells has been directed solely toward the de- 
velopment of the deeper zone. The reservoir 
rocks are of particular interest both because of 
their character and thickness. The petroliferous 
zone is composed principally of toba or volcanic 
ash, alternating with very fine-grained sand- 
stones. both 
petroliferous sandstones and from fractures in 
the toba beds. The extremely low permeability 
of the sandstones encountered makes the fissure 


Production is derived from the 


production appear of primary importance. In 
one well a thickness of 1200 ft. of this petroli- 
ferous zone has been penetrated. Initial produc- 
tions ranging up to 2500 bbl. per day have been 
found in Tupungato wells. 
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The Lunlunta structure is an elongated anticline 
with superimposed domes and with a surface 
area somewhat larger than that of the Tupunga- 
to anticline. Production in the discovery well 
comes from sediments of volcanic derivation 
thought to be equivalent to the Estratos de 
Cacheuta of Rhaetic age. Other wells are now 
being drilled to test the other domes. 


The Ranquil-Co structure in southern Mendoza 
is an anticline developed in an area of outcrops 
of Cretaceous age. This region is allied to a 
different basin of Jurassic-Cretaceous sedimenta- 
tion than that of northern Mendoza and Rhaetic 
formations which produce in the north are not 
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present here. Production has been found in the 
discovery well at a depth of 925-1120 ft. in 


dolomitic limestones of Lower Cretaceous age. 


The known facts regarding the geological his- 
tory of Neuquen indicate that this region has 
undergone a chain of geological events since 
Triassic time which gives rise to structural and 
stratigraphic features of extreme complexity. Al- 
though the sedimentary formations are well ex- 
posed in the foothill belt along the west side of 
this area and a number of exploratory wells have 
been drilled within the area, rapid lateral 
changes in the stratigraphy together with com- 
plex structural features make the understanding 
of the subsurface conditions difficult and much 
geological work remains to be done before many 
of the features will be completely understood. 
In general, the area was the site of part of a 
great basin of sedimentation which developed in 
Trissaic time with encroachment of water from 
the Pacific and which lasted, although broken 
by numerous oscillatory movements and a change 
trom Pacific to Atlantic connection in early 
Upper Cretaceous time, until the close of the 
Cretaceous. Pronounced structural movements 
in southern and central Neuquen which occurred 
at least three different times during this period 


ave resulted in structural and stratigraphic con- 
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ditions which have had an extremely important 
influence upon the accumulation of petroleum. 


Interest in the petroleum possibilities of Neu- 
quen was caused, undoubtedly, by the numerous 
oil seeps and asphaltic accumulations which exist 
in many places within the territory. In 1918 
the government completed the discovery well in 
Campamento Uno which has led to much de- 
velopment and the discovery of four other 
adjacent pools. 


These accumulations are related to folding with 
a general easterly-westerly trend developed in 
late Jurassic time. Although accumulations of 
gas have been found both higher and lower in 
the section the oil is found in sandstones and 
conglomerates of the Serie Petrolifera of Upper 
Jurassic age. In some areas there is pronounced 
unconformity between the truncated reservoir 
sands and the overlying marine shales and the 
accumulation is locally controlled as much by 
conditions of variation of porosity and permeabil- 
ity and by truncation and overlap as by struc- 
tural position. 


Important gas production was found in 1939 in 
a well drilled on an anticline situated some 
sixty kilometers to the east of the area of former 
production in Neuquen. Operations are still in 


progress to test lower horizons for petroleum. 


Within the territory of Chubut is the most im- 
portant petroliferous area of the country. Both 
the total recovered production and the present 
rate of production from this territory far surpass 
those of the other producing Argentine states 
and territories. It was in Chubut that the first 
commercial production of Argentina was ob- 
tained in 1907 in a well which was being drilled 
by the Direccion de Minas in search for water. 
Since that original discovery at least twelve 
other individual pools have been developed 
within a radius of thirty miles of the initial 
production. The area generally is spoken of as 
the Comodoro Rivadavia area because the town 
of Comodoro Rivadavia is the most important 
settlement within the productive zone and was 


near the site of the original discovery. 


The Comodoro Rivadavia area is situated within 
the geological province termed the San Jorge 
Basin which was an important basin of sedi- 
mentation since early Cretaceous time. Produc- 
tion is found in the Horizonte Glauconitico, 
Horizonte Lignitifero, Horizonte Madre and 
Formacion Chubutiano in sandstone beds and 
lenses which are in part of continental origin, 
all of upper Cretaceous age. The depths of these 
producing formations range from a minimum 
of about 1,800 feet in Campamento Sud to a 
maximum of some 5,850 ft. in some of the 
fields more distant from the coast. The produc- 
ing zones are characterized by rapid lateral 
changes in porosity and also by conditions of 
lenticularity as would be expected in sediments 


of continental origin. In some of the pools there 


is close association between the oilbearing and 
water-bearing sands which make the proper com- 
pletion of wells slow and often very difficult. 


The present known pools of this area are situ- 
ated on the northern flank of the San Jorge 
basin. Accumulations of commercial importance 
occur in complexly faulted anticlines which 
possess a general easterly-westerly structural 
trend. The combined effects of the role of fault- 
ing as related to accumulation and the rapid 
lateral changes in porosity of individual reser- 
voir beds have made the development of many 
localized areas difficult. 


During the past ten years YPF has used several 
methods of geophysical surveying in combination 
with its exploration activities. As has happened 
elsewhere in the history of geophysical develop- 
ment in oil countries, the refraction seismograph 
was replaced here after extensive use by the 
reflection system. Torsion scale methods, used 
for the first time in the Argentine Republic in 
1930, continue to be employed, but the intro- 
duction of the gravimeter seems to anticipate 
that the former will be gradually replaced by 
more rapid gravimetric equipment. Magneto- 
metric surveying methods have been used several 
times since 1930, but their application has never 
been extensive. The methods mainly used during 
the earlier course of surveying were: Seismo- 
graph Refraction, Seismograph Reflection, Tor- 


sion Scale, Gravimeter. 


Electric drilling has been extensively applied 
during several years in the Comodoro Rivadavia 
(Chubut) wells, where preliminary tests and 
drilling projects of exploration and exploitation 


wells, are based on the results of these electrical 


drillings as well as on the observation of the 


drilling samples. 


In order to take advantage of the latest im 
provements in geophysical equipment and tech 
nique, YPF has contracted the services of geo 
physical operators and companies specializing in 
the matter who have worked with their own 
equipment. At present there are several com 
panies working with their own equipment, which 
as a rule is turned over to YPF after the termi 
nation of the contract. The training of Argen- 
tine technical experts is undertaken in order to 


carry on work afte1 purchasing the equipment. 


Together with the above-mentioned methods, 
YPF has conducted experiments with the use of 
surveying methods based on soil analyses. The 
samples obtained were sent to the United States 


for analysis and correlation. 


Vast extensions of the Argentine Republic, cov 
ered with Quaternary and Recent sediments, so 
favorable to geophysical surveying, together with 
the experience and information obtained to date 
with these systems, make it possible to predict 
that geophysical surveying will increase steadily 


in importance with general exploration, 
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Chimborazo, a magnificent extinct volcanic peak in Ecuador, one of the most mountainous countries in South America. 


Quito is the highest capital in the world. 


Petroleum Development Against Historic Background of 


ECUADOR 


By H. K. V. Tompkins 


Tue republic of Ecuador, one of the smaller 
but highly important countries of South America, 
possesses rich potential resources including large 
but undefined petroleum reserves. Due to the 
lack of general information on Ecuador available 
in North America, the writer proposes to deal 
briefly with some of its important general char- 


acteristics as well as its petroleum possibilities. 


Some two years ago, the writer was requested 
to investigate the oil situation in the Republic, 
and found that until quite recently, it was neces- 
sary to reach Ecuador by boat in a rather round- 
about manner involving a trip requiring several 
weeks. The main port of entry by water, is the 
city of Guayaquil, the largest city in the Repub- 
lic, located on the Guayas River. Unfortunately 
this city is located in the lowest and least healthy 
portion of Ecuador. It is forty miles up the 
river from the Pacific and the surrounding ter- 
ritory is swampy. In recent years, however, the 
public health officials of Ecuador, in collabora- 
tion with the Rockefeller Foundation have done 
much to eliminate the tropical epidemics that 


used to be a feature of Guayaquil. 


On arriving at Guayaquil, it was formerly neces- 
sary to proceed by railroad which although rep- 
resenting a remarkable engineering feat, was not 
an easy journey. Very few roads existed. This 
condition has in a great measure been remedied. 
The Pan-American Airways have performed a 
splendid service in providing transportation 
throughout South America and facilitating travel 
to Ecuador. Ecuador extends to within less than 
500 miles from Panama, which today, by air, 
is only a few hours trip. Within the country, 
air lines are available, by means of which many 
important cities may be quickly and_ easily 


reached avoiding the delays formerly encountered. 


Ecuador is rich in history. It has had a fascinat- 
ing past reaching even beyond the famous Inca 
Empires. Even before the Incas, Ecuador was 
inhabited by a highly intelligent and_ skillful 
people possessing a remarkable system of govern- 
ment. The Incas, before the advent of the 
Spaniards, had been engaged in conquering and 
absorbing the country, but this had not been 
completely accomplished. The capital of Ecua- 
dor, Quito, was the second city of the Incan 
Empire, and is one of the three cities in the 
Americas which were ancient Indian capitals. 
These three cities are Mexico City, Quito and 
Cuzco; the two former are now capitals of re- 


publics. Quito has the distinction of being the 


oldest city founded by the Spaniards in South 
America, having been established in 1534. 


Ecuador is extremely rich in natural resources. 
Petroleum was known to exist even before the 
advent of the Spaniards. The Indians used to 
caulk their canoes with petroleum from seepages 
or breas on the St. Elena peninsula. The Span- 
iards in the neighborhood of Quito first became 
acquainted with the potato which was cultivated 
by the native Indians. Rubber trees were first 
discovered in Ecuador, as well as the cinchona 
tree, from which quinine is derived. The ancient 
‘Spaniards discovered platinum in the sands of 
the coastal rivers. The Panama hat originated 
in Ecuador and those of the finest quality are 
still manufactured there. The Spaniards acquired 
large quantities of gold from the Incas in Peru 
and Ecuador, subsequently establishing prolific 
mines in these countries. The ancients mined 
copper and the writer has an implement of this 
metal manufactured by them, which is tempered 
to a degree of extreme hardness. Silver, lead, 
and many other metals exist. There is coal in 
abundance but transportation difficulties have 
not permitted its being mined in an important 
commercial manner. Ecuador produces a wide 


variety of food-stuffs. All tropical fruits and 


vegetables abound. Cacao, coffee and tobacco 


have been important crops and are of fine qual.-ty. 
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‘Tagua, or vegetable ivory, which is one of the 
chief sources of buttons, is in abundance; in fact 
Ecuador is the chief source of supply of this 
commodity. There are over 600 varieties of tim- 
ber in the Republic. It abounds in precious 
woods, such as mahogany and cedar. It is one 
of the main sources of balsa. The plateau country 
is highly cultivated, chiefly planted in wheat and 
corn. The “Oriente” though rich in natural 
resources, however is a country untouched, being 
wholly lacking in communications. Gold exists in 
considerable quantity. There are large areas 
covered with valuable timber and there is evi- 
dence of extensive petroleum deposits. The ter- 
ritory lying between the Andes and the Pacific 
is arid in its southern portion and densely tropi- 
cal in the north, because the Humboldt current, 
originating in the Antarctic, approaches land 
mid-way up the coast causing abundant rain and 
luxuriant vegetation in the rich soil. In this 
territory between the mountains and the Pacific, 
is now located the producing oil areas and there 
is ample evidence that conditions are favorable 
for further important discoveries. 


Located on the equator Ecuador has no winter 
season. This contributes materially to the agri- 
cultural wealth of the country, because several 
crops may be produced each year. Because of its 
topography, however, Ecuador has a variety of 
climate seldom encountered in a country of this 
size. The mountain tops are snow-capped; the 
plateau enjoys a temperate climate and even the 
Oriente is not excessively hot except the area 
extending into the Amazon Basin. Certain por- 
tions of the coast in the swampy area are not 
entirely healthy, but there are vast areas in the 
northern portion, in the provinces of Manabi: 
and Esmeraldas, where climatic conditions are 
excellent during the entire year. 


Principally because of its former isolation, Ecua- 
dor is not a densely populated country. There 
are less than 4,000,000 people in the Republic. 
Of these, in the neighborhood of 1,000,000 are 
white. Approximately, 1,000,000 are Indian and 
the balance an admixture of both. Some of the 
Indian tribes, notably the Jiveros of the Oriente, 
still maintain their individuality and have not 
been assimilated. While formerly known as head- 
hunters, the Jiveros now live peacefully. 


In Northwest Ecuador, in the Province of Es- 
neraldas, there is another tribe, the Coyopans, 
whom the writer found to be extremely intel- 
ligent, quite accomplished in pottery, weaving 


d various industrial arts, capable farmers and 
physically excellent types. 


The native Ecuadorian is friendly, intelligent 
and industrious. In the plateau country, and on 
the haciendas, he is a type not particularly skill- 
ful, but elsewhere in the mining and oil districts 
one finds native Ecuadorians exhibiting consider- 
able skill. The Anglo Ecuadorian Oil Company, 
principal operator in the republic, have native 
drillers and mechanics. In fact their operations 
re carried on in a satisfactory manner with only 
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Ecuadorians digging in the bed of a river on the writer's 


concession in the province of Esmeraldas: bubbles of oil 


appeared on the surface when the stream was disturbed. 


a handful of foreign technicians in a supervisory 
capacity. Basically, the inhabitants classified as 
whites, are descendants of the Spaniards. This 
portion of the population of Ecuador occupies 
positions of political and economic responsibility. 
Other countries contribute to a small degree to 
the population of the country. The Germans 
have long had a commercial and economic foot- 
hold, within Ecuador. Prior to the war, German 
trade was restricted by the necessity for using 
barter methods and blocked marks. There are a 
few English and North Americans principally 
engaged in mining and producing oil. Only in 
the Northwest portion is there any appreciable 
evidence of the infiltration of the negroes which 
occurred after the completion of the Panama 
Canal, when colored labor filtered southward. 


The Republic of Ecuador has long been known 
as an oil country and had been identified with 
production for many years. As stated above, the 
natives even before the arrival of the Spaniards, 
used seepage oil to repair canoes. Oil has been 
produced in commercial quantities since 1917. 


Geologically, Ecuador can be divided into 
three provinces: 


The “Oriente” or eastern Ecuador, is strato- 
graphically and geologically an oil country. 
Cretaceous foraminifera are present over wide 
areas and there are many favorable structural 
conditions. It is, however, quite isolated. Oil will 
have to be transported many thousand miles 
down the Amazon or over the cordilleras, a 
matter of lifting it in the neighborhood of 10,000 
ft., to the Pacific. Its transportation to the 
world’s markets will be an expensive job. Should 
present evidence of extensive possibilities be 
borne out engineering skill will no doubt find the 


means to overcome this problem. 


In the lower portion of the plateau country, be- 
tween the two mountain ranges, below the city 
of Cuenca, there are seepages and evidence ot 
structure, but it is possible that fractured condi- 
tions in this intensely folded area, may retard 


. ' 
or prevent commer ial development. 


That area of Ecuador ly ing between the moun- 
tains and the Pacific Ocean, is a sedimentary 
region which gives definite evidence of petroleum 
deposits. In it are now the present producing oil 
fields. Along the coast, the sediments are of Ter- 


tiarv age. Approaching the mountains there is 
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evidence of Cretaceous possibilities. Indications 
of structure are evident in areas which have been 
explored and seepages are known to exist at 
points along the coast. Present production is lo- 
cated on the St. Elena Peninsula in the Province 
of Guayas. On the peninsula itself are many 
seepages, pits or breas. In the past open pits were 
dug and oil produced by baling them. During 
the early 1920’s there was a period of active 
exploration. Pits were dug on the seepages and 
many shallow wells drilled in their immediate 
vicinity, but real commercial production was not 
obtained until the development of the Ancon 
structure further inland. This development was 
initiated by the Anglo-Ecuadorian Oil Company, 
a British concern which now produces at the 
average rate of 6,300 bbl. a day. The company 
has a modern refinery and supplies the needs of 
the Republic for refined products, exporting the 
balance. The other companies operating on the 


peninsula are the Ecuadorian Oil Fields Ltd., 
Carolina Oil Co., International Petroleum Co., 
Concepcion Ecuadorian and Petropolis. 


Oil produced in the shallow wells in the seepage 
area is from fractures and due to the broken 
character of the subsurface. Present drilling in 
these areas has failed to reveal important produc- 
tion. In the Ancon field, which is a very definite 
structure of considerable extent, the oil is pro- 
duced from two horizons, shallow wells at 1200 
ft. with gravity 32 to 34 degrees, and deeper 
wells at 3800 ft. depth with gravity 40 degrees. 
Both of these horizons are in the Eocene, the 
lower member of the Tertiary formation. The 
oil exists in a sand-stone and the size of the 
wells depends upon the amount of fracturing 
encountered therein. In the upper horizon the 
wells are small, averaging from 10 to 50 bbl. In 
the lower horizon the wells are erratic, their size 


Concessions in Ecuador: No, 1 covers 166,826 hectares owned by various companies; includes Ancon and 


all present producing fields. 


No. 2, owned by Carlos Roca C. covers 5000 hectares. No. 3, owned by 


Col, Julio Jauregui covers 20,000 hectares. No, 4, concession in two parts totaling 520,000 hectares held 
by German interests under the name of Ecuapetrol. No. 5, concession-contract held by Col. Robert L. 
Morris and H. K.V. Tompkins covering 38,240 hectares. No. 6, a study concession covering 50,000 hec- 
tares held by the same interests as No. 5. No. 7 and No. 9 concession-contracts held by Cia. Minero- 
Petrolero del Pacifico. No, 8, concession expiring this year, now held by S. A. Calistro and associates 


covering 100,000 hectares. 


No. 10, held by International Petroleam Company, Ltd, covers 1,700,000 


hectares in a study concession. The Shell concession of 10,000,000 hectares is located in the eastern 
part of the country. 
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depending upon fracturing, so that they may 
average ordinarily from 130 bbl. to 500 bbl. 
One of these wells drilled in 1931 came in with 
an initial of 5000 bbl., has produced approx:- 
mately 2,000,000 bbl. to date and is still flowing 
at a 330 bbl. rate. Most of the shallow wells go 
on the beam shortly after completion. Many of 
the deeper wells have a long flowing life. Water 
is almost entirely absent in shallow wells and 
has not yet been encountered in deeper strata. 
There is little if any gas produced in the shallow 
strata but gas is present in the lower strata in 
sufficient quantities to aid materially in produc- 
ing. The Anglo-Ecuadorian use latest producing 
practices although their wells are drilled by 
native Ecuadorian drillers with very limited for- 
eign supervision. Pressure maintenance has been 
practiced for several years. 


As above mentioned, in the early 1920's there 
was considerable oil exploratory activity, prin- 
cipally in the Province of Guayas, in the terri- 
tory of the St. Elena Peninsula and inland there- 
from. Geological work was carried on but mod- 
ern geophysical exploratory technique was not 
then available. A number of wildcat wells were 
drilled without success. 


From this period until quite recently there was 
little exploration activity in the Republic, due 
partly to activity in other South American coun- 
tries such as Colombia and Venezuela, and due 
partly to economic and political conditions. 


During the past two years, there has been a 
marked stimulation of oil exploratory activity. 
This has been due to a number of reasons, prin- 
cipally political and ecomonic. 


The Shell Petroleum Company have an explora- 
tory concession in the ‘Oriente’ consisting of 
approximately 10,000,000 hectares. This has 
been known to be a country with oil possibilities 
for many years and the Shell's interest in its 
possibilities was enlisted by Victor Oppenheim. 
Up to the present time they have had a large 
organization and have expended considerable 
effort on mapping, geological investigation and 
aerial photography. They have established an air 
headquarters on the property and gone at the 
problem in an earnest manner. It is only possible 
to reach the territory by means of pack mules 
or from the air. Recently they had planned on 
flying in a rotary rig and drilling an exploratory 
well, but this project has since been postponed. 


The western or coastal portion of Ecuador and 
sedimentary territory lying between the mout- 
tains and the Pacific, is now entirely covered by 
concessions for oil exploration or development. 
This area is quite accessible. American com- 
panies are well represented. The English are not 
now engaged in exploration. They are chiefly 
involved in producing, refining and marketing. 


The Cia. Minero-Petrolero del Pacifico has ap- 
proximately a million hectares under contract. 
This company was originally sponsored by Co- 
lombians and Ecuadorians, but recently Japanee 
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geologists have been active on their concessions. 
The International Petroleum Company is active- 
ly engaged in exploring their large concession 
geologically and geophysically, as a preliminary 
to exploratory drilling. 


The writer is identified with concessions in 
Esmeraldas, which were secured after definite 
surface conditions were developed and evidences 
of seepages explored and verified. 


The balance of the concessions in this coastal 
area are held by native Ecuadorians who have 
not so far carried on active exploration. 


This coastal area is geologically promising oil 
territory. There are known seepages and in the 
ocean just off-shore of Cabo San Francisco, in 
the province of Esmeraldas, there is a seepage ap- 
parently of major importance. During certain 
times of year the beach is covered for a matter 
of ten to twelve miles with chapaote, or oil 
washed in from the sea. This oil impregnates the 
sand of the beach and forms cakes one to two 
feet across and as much as six inches in thickness. 
These oil cakes are gathered by the natives and 
used as fuel under boilers. 


The lower portion of this coastal area is, in 
many places, semi-arid and surface conditions 
can be worked economically. The northern por- 
tion, however, covering approximately the north- 
ern half of the Province of Manabi and all of 
the Province of Esmeraldas is densely covered 
with tropical jungle. Most of Esmeraldas is a 
country of low hills. There are no roads, a few 
trails, and some navigable rivers, but in the main 
it is not an easy country to explore except imme- 
diately adjacent to the coast line. 


Economically Ecuador has been, and is passing 
through some difficult days, principally because, 
although rich in natural resources, it has en- 
deavored to supply world markets with products 
such as coffee, which are intensely competitive. 
It is endeavoring now and should concentrate 
on stimulating the development of those re- 
sources for which there is a demand on the part 
of other countries. Oil on the Pacific Coast in 
Ecuador would be in an exceptional competitive 
position: the only other production in western 
South America is in Peru and is declining. 


Politically, Ecuador has passed through some 
very difficult days. A strong central government 
has followed a general policy of not encouraging 
foreign capital in the development and exploita- 
tion of the country’s natural resources. Lacking 
the necessary technical skill and extensive fi- 
nances, the exploration of the hydrocarbon re- 
sources languished until recently. 


Former administrations revised the basis of con- 
cession-contracts after development had in some 
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cases been initiated with the result that foreign 
capital was reluctant to invest and but little 
domestic capital was available. 


Recent revisions in the mineral and hydrocarbon 
laws, however, furnish assurance that a new 
policy in regard to foreign investment will be 
guided by a more enlightened self interest. 


Ecuador operates under the old Spanish law, 
wherein title to the natural resources in the soil 
is invested in the nation, and concessions for de- 
velopment must be obtained from the federal 
government. Ecuador now has an excellent min- 
ing law, the basis for the development of its 
mining industry. In turn, it has an excellent 
petroleum law emanating from the mining law, 
but dealing particularly with the problem of 
petroleum development and regulation. These 
laws were written by the present Director Gen- 
eral of Mines, Sr. Coloma Silva. He compiled 
them after exhaustive study of the laws of other 
countries, taking into consideration their good 
features and giving due cognizance to their bad 
features. These laws are coustructed upon a 
bilateral basis. They set forth the premise of 
ownership and proceed to set forth that which an 
operator will receive, that which an operator will 
be obliged to do and especially in turn, that 
which the government will receive and that 
which the government obligates itself to do. The 
construction of the petroleum law is based on 
the form of lease contract used in the United 
States, providing a period of exploration, a rental 
and a bonus. The rentals are very reasonable 
and the bonus is used to construct some facility 
for the good of the country, such as roads, build- 
ings, airports, etc. A reasonable cash perform- 
ance bond is required, returnable upon com- 
mencement of exploitation. Royalties range from 
five percent to eleven percent, depending upon 
the distance from a shipping point or a location 
where the crude may be used. In instances where 
the surface rights are owned by private individ- 


uals, the government requires reasonable com- 
pensation, but in turn specifically obligates itself 
to prohibit an unfair deal for the use thereof. 
The government has established a Petroleum 
Department, which is a most creditable institu- 
tion. They are collecting, compiling and publish- 
ing data on the geology of the country which are 
available to all. They compile a year book on 
petroleum operations, dealing with exploration 
and exploitation which is a comprehensive publi- 
cation reflecting credit on the Department. 
While the government shows no tendency to give 
away the nation’s resources, every reasonable fa- 
cility is furnished for sound development. 


Properties for oil development are acquired 
under two forms of contract: one known as a 
“Study Concession,” grants the right to an area 
for a period of four years upon payment of a 
nominal patente or rental, and in some instances 
a contribution to some public work. During this 
four year period, the concession-holder can carry 
on any method of exploration, it being stipulated 
that the government be furnished with complete 
reports of work done. On or before the expira- 
tion of this “Study Concession” period one can 
apply for a “Concession Contract” on the entire 
area or a portion thereof, depending upon the 


terms of the original contract. 


Foreign technicians are welcomed with the 
stipulation, however, that a certain portion of 
the laborers and employees must be native Ecua- 
dorians; 85 percent in the case of the laborers 
and 10 percent in the case of the employees. 


In summing up, it should be stated that the 
writer has attempted to set forth conditions in 
the Republic of Ecuador as he found them after 
having made a careful investigation, and after 
having spent considerable time in the Republic. 
The writer feels strongly that Ecuador is a 
country offering security and opportunity tor 


foreign capital. 
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Growing Export Demand Stimulates Drilling in 


VENEZUELA 


Several Important Wildcats, South 


America’s Deepest Well and Ven- 


ezuela Petroleum’s New Santa 


Barbara Field Focus Attention on 


Eastern Venezuela 


BPxopvcrion of crude oil in Venezuela dur- 
ing the first half of 1941 has shown a sharp up- 
turn compared with the 1940 rate of production. 
Venezuelan production reached an all time peak 
in 1939 largely as a result of the threat of war 
in Europe which materialized in the latter half 
of that year. In 1940 production dropped 10.12 
percent as a result of the shutting off of Eu- 
ropean markets-by blockade and other military 
measures. During the whole of 1940 Venezuelan 
production averaged 508,000 bbl. per day. 


The situation has since been relieved by the com- 
mercial treaty with the United States under the 
terms of which a substantial and assured place is 
provided for Venezuelan oil in American im- 
ports. Moreover, later developments in the Eu- 
ropean conflict and the heavy losses of tank- 
ships made it expedient for the British to shift 
their purchases from the Sterling areas of Iraq 
and Iran to the western hemisphere thus increas- 
ing the market for Venezuelan crude. As a re- 
sult of these and other factors, Venezuelan pro- 
duction for the first half of this year jumped to 
563,766 bbl. per day, an increase of roundly 
56,000 bbl. per day or 11.02 percent over the 
daily average production for 1940. The present 
rate of production is equal to that of the peak 
year of 1939 when the daily average for the year 
was 563,700 bbl., some 66 bbl. per day lower 
than the present rate. 


The increase of 56,000 bbl. per day in the first 
half of 1941 over the daily average for 1940 
was divided over the country approximately as 
follows: Lake Maracaibo fields showed an in- 
crease of 27,000 bbl. per day; Oficina increased 
20,000 bbl. per day; Jusepin production was up 
5,000 bbl. per day, and the San Joaquin area 
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produced 4,000 bbl. per day more than in the 
previous year. In view of the commercial treaty 
with the United States and the prospect of a 
heavy demand from Europe to replenish ex- 
hausted supplies at the termination of the present 
conflict, it may be assumed that demand for 
Venezuelan crude will continue to improve and 
the recent increase in drilling activity seems to 
confirm this outlook. 


The total number of oilfields in Venezuela was 
increased during 1940 to 28 by the addition of 
the San Joaquin and El Roble fields and during 
the first half of 1941 two other fields—Santa 
Barbara and Guario—were added to the list 
making a total of 30 fields in Venezuela. The 





relative importance of the various fields is shown 
in the accompanying graph (Figure 1) based on 
data from the Ministry of Fomento. During 
1940 a total of 394 holes were drilled, some 40 
less than in 1939: 426 wells were spudded in 
during 1940, 30 of which remained uncompleted 
at the end of the year. 


In the State of Zulia the Lago Petroleum Cor- 
poration completed five producers in deep waters 
of Lake Maracaibo, 12 kilometers from the Boli- 
var District shore. Work over these deep waters 
was made possible by a unique foundation tech- 
nique developed by the company; the resulting 
production has been very gratifying. A semi- 
exploratory well in the southern extension of the 
Mene Grande field was satisfactorily completed 
by the Caribbean Petroleum Co. 


During 1940 a total of 34 strictly wildcat opera- 
tions were under way: 13 in Anzoategui, eight 
in Monagas and seven in Zulia. Of these, 10 
were abandoned, seven were brought in as pro- 
ducers, nine were still drilling at the end of the 
year, four were being tested or cored, and the 
rest were shut down for miscellaneous reasons. 


While production and, therefore, exportation of 
Venezuelan petroleum fell off in 1940, the domes- 
tic refining industry underwent a marked de- 
velopment, relatively speaking. The amount of 
native crude oil processed in Venezuela refineries 
in 1940 was 3,987,593 metric tons (about 30,- 
000,000 bbl.) which was a 98.25 percent in- 
crease over 1939. The refining statistics of these 
two years are pictured in the accompanying 
graph, Figure 2. This increase in refinery activ- 
ity is due to new equipment installed by the 
Caribbean Petroleum Co. at its plant in San 
Lorenzo, which began operations at the begin- 
ning of 1939; to the new refinery of the Stand- 


ard Oil Co. of Venezuela at Caripito, which 
went on stream in October of the same year, and 
finally to expansion of the La Salina plant of the 
Compania de Petroleo Lago, where new topping 
stills were erected in 1939-1940 to work on 
crudes from the Bolivar District. These refin- 
eries are now handling 14.53 percent of all the 
crude oil produced in the country. To promote 
the local use of the native product as a source of 
power the government has reduced the tax on 
fuel oil and has raised the tax on gasoline to 
create a road building fund, which is expected 
to enlarge domestic consumption of gasoline in 
freight and passenger transportation. 


As to current operations, the most important 
drilling in western Venezuela is being carried on 
at the Netick field about 38 miles northwest of 
the city of Maracaibo and 42 miles northeast of 
the Totumo field. For a number of years this 
field has been inactive since its discovery by 
Orinoco Oil Company, a subsidiary of Pure Oil 
Company. Two wells were originally drilled in 
the field, Netick No. 2 coming in for 500 bbl. 
per day of 28.1 API gravity oil. The producer 
was shut in and no outlet has been established 
from the field. Earlier this year the Orinoco 
Company again became active in this area and 
roads were cleared into the field, a rig moved 
in and Netick No. 3 spudded. At present the 
well is drilling below 6,300 ft. and making 
satisfactory progress. Work is under the super- 
vision of H. L. Patterson, field superintendent, 
Joe Netick, geologist and J. C. Hodges, office 
manager for Orinoco Oil Company. 
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Below, shipments from Lake Maracaibo which 
fell off sharply during 1940 as a result of the 
closing of European markets are increasing. 
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Left, drilling in Casigua and above, drilling in 
the important San Joaquin field in Eastern 
Venezuela, Drilling is now near its 1939 peak 


for all oil areas of Venezuela. 


In the central part of the country in the State 
of Guarico work is being carried out by the 
Sociedad Anonima Petrolera Las Mercedes 
owned jointly by Tolima Land Company (Texas 
Corporation) and the Caracas Petroleum Cor 
poration of New York (Alfred Meyer). A 
Diesel rig is in operation and Mercedes No. 2 
is presently being drilled. Mercedes No. 1 was 
abandoned at 6,223 ft. The present location is 


shown on the accompanying map. 


Further east, Las Ollas No. 1 shown on the 
accompanying map, is being drilled by Standard 
Oil Company of Venezuela on property held 
jointly by that company and Atlantic Refining. 
Recent tests reveal that the well may be com 
pleted as a distillate producer although it has not 
finally been tested. Results of this drilling are 
being watched with interest due to its location at 
some distance from present producing trends in 


this part of Venezuela. 


The Texas Company (Venezuela) has completed 
a deep producer at Rincon No. | drilled to below 
9.600 ft. This costly test has been drilling for 
some time past, due to a number of difficulties 
encountered in the form ot fishing jobs and othe: 
delays. Pipeline connections will be required 
although it is possible that they may lead into 
the Oficina-Guanta line which passes about 25 
miles east of the well. Incidentally, it is under- 


stood that this line is now being used to capacity. 


Just north of the Rincon No. 1 is the Santa Ana 
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field of Mene Grande Oil Company. Two pro- 
ducing wells have been drilled here and have a 
production of 500-600 bbl. per day. 
in operation and connections are established to 
the Oficina line. North of Santa Ana is the San 
Joaquin field operated by the same company and 
now producing in the neighborhood of 8,000 bbl. 
per day from 14 wells. 


A rig is now 


This production is car- 
ried through the same connection that serves 
Santa Ana as may be seen on the accompanying 
map. One well has been abandoned in this field 


and three rigs are in operation. 


Due north of San Joaquin is the Anaco No. 1, 
deepest test in South America, drilled by Socony- 
Vacuum. After setting a 6-in. production string 
the well is being tested. Socony-Vacuum is also 


operating the Guario field a few miles east of 


Figure 2: Venezuelan refining for 1939. 
1940 in figures of 1000 metric tons. 


the Anaco test. Two producers have been com- 
pleted and two rigs are now in operation. Guario 
No. 3 is down 10,300 ft. ready for testing and 
No. + will be ready for testing about September 
North of this 
development and also shown on the map, is the 
El Roble field discovered in 1940 by Standard of 


Two rigs 


1. Guario No. 5 is rigging up. 


Venezuela on the Pantepec contract. 
are in operation and four producers have been 
completed for a total of 6,000 bbl. per day 
through the Oficina-Guanta line. 

A few miles east of the line Mende Grande’s 
Santa Rosa field has also been connected and is 
producing from one well at the rate of 500-600 
Mene 
Grande also has a test drilling at Quimare No. 1 
east of the line and adjacent to it. This location 


bbl. per day with one rig in operation. 


Figure 1: Distribution of Venezuelan oil 
production by fields for 1940. 





is some 30 miles south of Puerto La Cruz 
(Guanta) where seagoing tankers now load. 

Mene Grande’s important Oficina field which 
was responsible for much of the interest in East- 
ern Venezuela, is shipping both light and heavy 
crude in batches through the 16 in. pipeline that 
was completed late in 1939 to tidewater at 
Guanta. In addition to the two Oficina crudes 
the Santa Ana-San Joaquin-El Roble crude must 
also travel through this line in separate batches. 
Crude is being shipped from Oficina at the rate 
of 60,000-70,000 bbl. per day depending on the 
maximum capacity of the line and the incidence 
of shipments from the other fields connected to 
the line. 
the field is not as yet fully defined. 


Ten strings of tools are being run and 
A new 10 
in. line is being laid eastward from Oficina to 
Mene ‘'Grande’s Leona-Tigre field, a matter of 
40-50 miles. 
pleted in this field and two strings are running. 
Just south of the Oficina-Leona-Tigre line Mene 
Merey No. 1, 
Also in this 


area Aero No. 1, producer drilled by the same 


Seven producers have been com- 


Grande has another producer, 
now shut in waiting on connections. 


company, has been shut in. 


One of the most interesting fields in Eastern 
Venezuela is the Santa Barbara, 10 or 12 miles 
southwest of Jusepin where Venezuela Petroleum 
Company (Consolidated Oil Corporation) 
brought in a 4,000 bbl. per day producer in 
February of this year after lengthy geophysical 
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and geological studies. It is located on a block 
of 25,000 acres which forms part of Venezuela 
Petroleum’s holdings. No. 2 is about completed 
at this date and reports have been received that 
the company has shipped four heavy Diesel rigs 
to this location, probably indicating the existence 
of a fairly extensive field. The company has 
acquired a site for a marine terminal near Quan- 
ta and is in a position to carry on large scale 
operations if further drilling supports the prom- 
ise of the remarkable discovery well. 


Book Review 


Economics Of Oil Investments in Colombia, 
By E. Ospina Racines, Privately Published In 
English (First Edition Limited To 20 Copies) 


Anysopy who is interested in oil properties 
in Colombia and who is not already thoroughly 
familiar with the matter, will find this publica- 
tion of considerable interest. The interest is not 
necessarily confined to persons looking for an 
opportunity to invest in Colombian oil properties ; 
the author has taken under consideration the 
factors that influence the economics of oil in- 
vestment generally, with particular reference to 
Latin American countries besides Colombia. 


Myr. Ospina points out that whether or not a 
country is likely to become or to remain an oil 
producing region, will depend on five major fac- 
tors, all of which must be in a favorable con- 
juncture and all must be present and active at 
the same time. 


How does Colombia stand as regards those five 
factors?) Mr. Ospina considers first the question 
of whether Colombian oil can expect an expan- 
sion in its market beyond the approximately 28 
million bbl. the country is now producing. 
Analyzing all visible and many more or less pre- 
dictable factors, it is deduced that if the world 
petroleum industry follows the same progressive 
development and expansion, it has shown in the 
past, Colombia’s oil production within a decade 
will most likely be around 50,000,000 bbl. an- 
nually. 


Concerning the geological outlook, about 73,340 
square miles, or about 16.3 percent of the total 
area of the national territory is regarded as pos- 
sible oil country. 


The third condition listed by Mr. Ospina relates 
to the problem of getting the oil to seaboard 
after it is found. In this respect the Llanos 
region, which comprises 50 percent of the whole 
area on which it is thought oil may be found, 
is at present under a serious disadvantage. A 
pipe line from this field, if constructed exclu- 
‘ively on Colombian territory, would have to 
ross the eastern cordillera at an altitude of 
detween 8,000 and 9,000 ft., which might pre- 
sent serious difficulties in pipe line operation. 
Unless very favorable geological and technical 
onditions are encountered in this region, such 
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Setting concrete pilings far out in Lake Maracaibo, a procedure which has made extension 


of the Lake fields possible. 


as a field of large dimensions (like the Hobbs, 
the Conroe, the Kettleman Hills or the East 
Texas fields in the United States), any develop- 
ment of the Llanos region is likely to be retarded 


for many years. 


As regards the fourth condition, enlightened oil 
and tax legislation in the oil producing country, 
Mr. Ospina points out that the situation in 
Much the 


same is true of Trinidad, Venezuela, Ecuador 


Colombia is now very satisfactory. 


and Peru; it is unfavorable in Mexico, Bolivia, 
Brazil, Argentina and Chile. 


The fifth condition postulates that investors look- 
ing for oil properties should have at their com- 
mand a sufficient amount of capital when they 
enter Colombia. Mr. Ospina 


showing that a representative investment in lo- 


quotes figures 


cating a drilling rig 500 miles up the Magdalena 
valley amounts to $896,900. Only major com- 


panies could undertake such projects. 


A large pumping well on the shore of Lake Maracaibo. 
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Peruvian government maritime terminal at Callao showing the bulk distributing station of the International Petro- 
leum Company, Ltd., at the top right. 


Government Endeavors to Check Deeline in 


PERUVIAN PRODUCTION 


Oldest Producing Country in The 
Western Hemisphere, Peru Has 
Declined from First to Fifth Place 
Among South American Oil Coun- 
tries. 


Government Looks for In- 


ereased Production to Result from 


Encouraging Exploratory Drilling. 


Wace small quantities of oil or indications 
of conditions favorable to its accumulation have 
been found at several widely separated points in 
the Republic of Peru, the only commercial de- 
velopment has been on the coastal plain in the 
northern part of the country, in the vicinity of 
Punta Parinas where the South American Con- 
tinent pushes its most westerly point into the 
Pacific Ocean. In that area production dates 
back to unrecorded times and ancient Inca work- 
ings afford proof that Peru was the earliest oil- 
producing country in South America. 


Prizing petroleum for its cementing and water- 
proofing qualities, the Incas dug pits at what 
then was known as “The Pits of the Kings” and 
now is called Mina Brea or “Mine of Pitch.” 


The outlines of some of these pits may still be 
discerned and it is evident that in each case the 
Incas abandoned excavation at a depth of about 
10 feet, probably because they then encountered 
pez liquido or seepage oil which was of no 
to them. That the Spaniards came upon the 
seepages at a very early stage in the invas 
and conquest of Peru is suggested by the { 
that Pizarro landed in northern Peru not 
from Mina Brea and it would seem that 
some time the conquistadores worked the 
posits much in the way that the Incas h: 
worked them, but they had a larger use 
petroleum which they shipped to the ports 
Pisco, Ica and Callao where among other \ 
it was employed for the painting and caulk 
of ships. They also determined that the seepég 
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oil could be reduced by distillation, and old 
kettles which have been found in the vicinity are 
the remains of what was the earliest refinery 
operation in South America, if not in the 
Western Hemisphere. 


As early as 1642 the Spanish Crown leased the 
deposits of pez or cope in northern Peru. The 
Crown received a percentage of the production 
which was required to be delivered into the 
Treasury deposits at Callao, the port of entry for 
the capital of Lima situated some 500 miles 
south on the Peruvian coast. 


Following the Peruvian war of independence 
which ended in 1824, the lands and mine of 
Mina Brea were by special decree granted to 
Don Jose Antonio de la Quintana in repayment 
of the financial assistance advanced by him to 
the patriots under San Martin and Bolivar in 
their rising against the Spanish Crown. 


In 1827 the lands, both surface and subsoil, were 
acquired by a Don Jose de Lama and upon his 
death in 1850 were divided between his widow, 
the son Don Diego de Lama, and the daughter 
Dona Josefa de Lama, the latter coming into 
possession of the portion known as La Brea. 
When the widow died in 1858 her share of the 
property was left to Don Diego, who sold that 
portion known as Parinas to his sister Dona 
Josefa in 1859, and accordingly the La Brea- 
Parinas estate became one property. 


In 1860 the first importation of refined petro- 
leum or kerosene was made into the country and 
the value of this product for illuminating pur- 
poses caused Don Diego de Lama to commence 
work for the development of pez liquido in 1864 
in the vicinity of Zorritos, a short distance north 
of the La Brea-Parinas estate. The work of 
Don Diego however was not successful, and in 
1870 Henry C. Smith, an American, acquired 
the property and formed a company known as 
Peruvian Company for Refining Petroleum. 
Due to financial difficulties, and the war between 
Peru and Chile which commenced in 1879, 
Smith interested Don Faustino Piaggio of the 
firm of Basso Hermanos y Piaggio, Callao, in 
the development of the property. When Smith 
died in 1883, Sr. Piaggio acquired full control 
and organized the Peruvian company, El Estab- 
lecimiento Industrial de Petroleo de Zorritos 
which operated the property until 1939 when it 
was purchased by the Peruvian Government. It 


was the oldest oil company operating in the 
country. 


The La Brea-Parinas estate was left by Dona 
Josefa de Lama upon her death in 1872 to Don 
Juan Helguero to be divided among his children, 
but the eldest son Don Juan Genero Helguero 
acquired the rights of the others and became the 
sole owner. In 1873 a small refinery was estab- 
lished and exploitation was carried out in a 
small way in the Negritos area until the installa- 
tions and buildings were destroyed by the Chilean 
armoured cruiser, AMAZONAS, during the war 
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In 1888 the La Brea-Parinas estate was ac- 
quired by an Englishman, H. W. C. Tweddle, 
who in partnership with William Keswick 
formed La Mina Brea Syndicate of London, 
England. In 1889 the London & Pacific Petro- 
leum Company Limited was formed in London 
to operate the property on a 99-year lease. The 
Lagunitos Oil Company Limited was incorpo- 
rated in London in 1910 to operate a 35-year 
lease secured from the London & Pacific Petro- 
leum Company Limited, of an area known as 
the Lago Vista tract. The Salinas Petroleum 
Company Limited was likewise formed in Lon- 
don, in 1911 to prospect an area adjacent to 
the Lagunitos Oil Company’s property, with 
option of lease from the London & Pacific Petro- 
leum Company Limited, but after drilling two 
unsuccessful wells surrendered the option. It is 
of interest that the London & Pacific Petro- 
leum Company Limited later drilled in the 
same area, now known as the Section Thirty- 
Eight district, and developed a rich oil and gas 
field, and it was in this district that the first 
casinghead gasoline plant in the country was 
erected. During the years 1915-16 the holdings 
ot the companies interested in the La Brea- 
Parinas estate were transferred to the Inter- 
national Petroleum Company Limited, a sub- 
sidiary of Imperial Oil Limited of Toronto, 
Canada. 


The earliest record of crude oil production in 
commercial volume in Peru was 5,500 bbl. pro- 
duced in the Zorritos field in 1884. To the end 
of 1940 a total of 3,287,000 bbl. has been pro- 
duced from this property, which covers an area 
of only one and one-half square miles. The pro- 
ductive sands are from 300 to 1,700 ft. in depth 
and have a dip of from 5 to 15 degrees to the 
east. Some 400 wells have been drilled on this 
property at shallow depths. 


In March 1939 the Peruvian Government pur- 
chased the Zorritos field, to operate the property 
in conjunction with the development of the ad- 
jacent National Oil Reserve Areas, and has since 
erected a new refinery installation of 1,000 bbl. 
capacity at Villar, for the processing of its own 
production as well as the royalty oil accruing 
to the Government from other fields. At the 
present time the Zorritos area is producing about 


190 bbl. daily. 


Between the Zorritos area and the La Brea- 
Parinas estate is located the property of the 
Lobitos Oil Fields, Limited. This property 
actually comprises two fields: the Restin-El] Alto 
field some 60 miles southeast of Zorritos near 
Cabo Blanco, comprising an area three by ten 
miles in extent; and the Lobitos field, 12 miles 
farther south covering an area of about four 
miles square. 


This concession, with an area of approximately 
220 square miles, was secured from the National 
Government in 1900, and exploitation was com- 
menced in 1901 by The South American Petro- 
leum Syndicate, which transferred its rights in 








Heavy duty rotary drilling outfit operating 

in the Negritos field at well No. 3115, drill- 

ing to 9,800 ft. making it the deepest well 
drilled in Peru. 


1908 to an English concern. The concession is 
at present operated by the Compania Petrolera 
Lobitos, a subsidiary of the Lobitos Ojilfields 
Limited. Production was first developed on the 
Lobitos field in the year 1905, and in the Restin 
field in 1911. The Zorritos, Lobitos and La 
Brea-Parinas fields are shown on the accom- 


panying map on page 93. 


To the end of 1940 the Lobitos property has 
produced a total of 49,060,000 bbl. of crude 
oil, the daily average production during the past 
year being some 6,600 bbl. To the end of 1940 
a total of 1,100 wells had been completed, with 
production from two horizons, one around 1,500 
ft. and the other 2,800 to 3,200 ft. in depth. 
A third horizon is being explored at a depth of 





a 





General view of International Petroleum’s Talara camp seen from the refinery. 


below 35,000 ft. The Compania Petrolera Lobitos 
operates a natural gas gasoline plant and prior to 
the construction of the Lobitos Oilfields Limited 
refinery at Ellsmere Port in England, sold its 
production in the world markets. The govern- 
ment receives a royalty of 10 percent of the pro- 
duction of the property, which royalty oil is now 
being shipped to the new Villar refinery at 
Zorritos. 


The La Brea-Parinas estate lying just south of 
the Lobitos concession represents the largest and 
most intensively exploited area in Peru. The 
estate covers an area of 643 square miles, with 
a length north and south of 36 miles, and an 
average width of 21 miles. The earliest record 
of commercial crude oil production was for the 
vear 1890, and to the end of 1940 the property 
has produced a total of 211,962,000 bbl., or 80 
percent of all the oil produced by the country to 
that time. 


Geologically the area of the estate is made up of 
tertiary sandstone, shale and conglomerate beds, 
partially covered by quarternary sediments. The 
oil bearing sands occur at intervals throughout 
much of the section of tertiary formations which 
were originally warped into broad anticlinal and 
synclinal areas but are now cut into almost in- 
numerable blocks by faults trending in various 
directions. The rocks within the blocks, which 
vary widely in size, dip from 5 to 35 degrees in 
different directions, but commonly toward the 
east. Oil is found in the various horizons at 
depths ranging from 300 to 5,000 ft. 


Prior to the time the London & Pacific Petrole- 
um Company Limited was formed in 1888 only 
some seven shallow wells had been drilled on the 
property. The deepest of these was 361 ft. One 
well was drilled in 1869 and another in 1872 by 
a common earth auger. For the third well it is 
recorded ‘the American system’ was used in 


Peruvian students band, a type of social education encouraged by 
International Petroleum. 
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1875. One of these early wells is said to have 
produced an average of 30 bbl. per day during 
the years 1875 to 1889 inclusive, although there 
is no official record of commercial production 
prior to 1890. 


1888-1914 the London & 


Pacific Petroleum Company Limited and _ the 


During the years 


Laqunitos Oil Company Limited drilled a total 
of 839 wells on the La Brea-Parinas estate, of 
which 659 were productive, 138 were dry holes 
and 42 were abandoned owing to drilling diff- 
culties involving fishing jobs. 


The International Petroleum Company Limited 
began active operations on the La Brea-Parinas 
estate immediately on its acquisition in 1914. 
The trend of development is reflected in the fact 
that for the years 1914-24 inclusive production 
totalled 30,835,174 bbl., whereas for the corre- 
sponding number of years from 1929-39 inclusive 
the total was 129,785,930 bbl. During the years 
1915-40 inclusive the company has drilled a total 
of 2,382 wells on the estate. Of these 1,946 were 
producers and 436 were abandoned as unsuccess 


ful for various reasons. 


The La Brea-Parinas estate comprises a_ total 
area of +1,614 Peruvian pertenencias, or approxi- 
mately 416,000 acres. While unfavorable tor- 
mations and the drilling of several hundred ex- 
ploratory wells have definitely established some 
areas as unproductive, a considerable area re 
mains prospective. However, the finding of a:ldi- 
tional production is attended with many difficul- 
ties as is illustrated by the fact that whereas the 
field has been producing since the early 80’s and 


the area has been extensively geologized in 4 
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The port of Talara, Peru, on the arid west coast of South America. The refinery, tank farm and 
camp of International Petroleum are visible. Rain falls in cycles separated by 30 years of 


modern way since the early 20’s, and extensive 
wildcat drilling carried out, new productive 
areas continue to be found. Two of these were 
discovered in 1939 and the most recent in June 
last. The difficulties of discovery are due to the 
presence of unconformities whereby the structures 
of deeper formations are not revealed by surface 
formations. Further difficulty results from com- 
plex faulting in rocks of different ages. Some 
faults affect the older rocks only and others affect 
the younger exposed rock as well. The finding of 
new oil pools is accomplished by the study and 
correlation of all known facts derived from the 
various geological and geophysical surveys with 
the mass of information derived from the numer- 
ous wells which have been drilled on the estate. 
The territory which is producing comprises some 
13,600 acres. 


In view of the difficult nature of exploration on 
the La Brea-Parinas estate and the desire of the 
Peruvian Government for discovery of new pro- 
spective areas in northwest Peru, International 
Petroleum Company during the years 1922-29 
undertook considerable exploration work on con- 
cessions outside of the estate. Extensive surface 
and subsurface geological work was done and 25 
wells were drilled in adjacent areas without suc- 
cess in commercial production of petroleum. 


Contrasting with increased drilling there has 
been a decline in production of petroleum in 
Peru during the past five years due in part to 
limitations of export markets and in part to the 
reduced producing capacity of the Peruvian fields. 
li, conformity with the desire of the Peruvian 
Government which derives large revenues from 
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drought. 


the export tax on petroleum, International Pe- 
troleum in the period 1931-36 accelerated devel- 
opment of the more favorable prospective areas 
and produced the field at such a high rate that 
it could not be maintained. Consequently more 
recent drilling has been carried out in less favor- 
able areas with the result that while drilling has 
been increased in recent years the production has 
continued to decline as revealed in the accom- 
panying table. 


Peruvian Drilling and Production 


New Old Total Total Field 

Wells Wells Wells Total Production 
Year Drilled Deepened Drilled Footage Bbl. 
1936 ... 43 27 70 91,830 15,126,000 
1937 ... 57 29 86 141,653 14,723,000 
1938 ... 65 31 96 176,770 13,138,000 
1939 ... 73 41 114 198,449 10,807,000 
1940 ...139 29 168 307,060 9,627,000 


When International Petroleum acquired the 
estate in 1914 there was a skimming plant of 
some 3,400 bbl. per day capacity at Talara. Steps 
were promptly taken for the modernization of 
this refinery and the capacity was increased to 
9,000 bbl. daily. In 1924 bubble towers were in- 
stalled and the output was stepped up to 15,000 
bbl. Modern cracking coil units were later built 
to afford a considerable increase in the output of 
motor fuel. The current operating capacity of 
the refinery approximates 19,000 bbl. daily and 
the plant is the largest and best equipped installa- 
tion on the west coast of the South American 
Continent. 


After International Petroleum began active de- 
velopment of the estate it completely rebuilt all 
camps on new townsites so as to provide suitable 
housing with all necessary conveniences for the 
workers. There are at present some 25,000 per- 


sons resident on the property, largely workers 
and their dependents. In this arid coastal region, 
rainfalls occur only in cycles of some 30 years 
and in the early days the community was wholly 
dependent on the distillation of sea water for its 
fresh water supply. To provide a more adequate 
supply the company constructed a modern fresh 
water plant near the river Chira, some 25 miles 
south of the field. 


Since the beginning of its operations the com- 
pany has provided medical attention to all 
workers and their families without charge and 
the records indicate that the people have devel 
oped a full appreciation of the value of pre- 
ventative medicine. Modern hospitals equipped 
with all facilities were erected both at Negritos 
and Talara and are staffed by Peruvian nationals 
and other doctors and nurses from North Amer- 
ica. In 1940 the dispensaries handled a daily 
average of 220 cases and 440 treatments. The 
average time lost for disease and non-industrial 
accidents was 2.08 days per worker and for in- 
dustrial accidents .52 days, a total of only 2.6 
days per worker. The common cold was the 
principal cause of disability. 


Education has been actively sponsored. Excellent 
school buildings are provided for the boys and 
girls in each camp. They are substantial struc- 
tures, well ventilated, mosquito proof and pro- 
vided with modern sanitation facilities, shower 
baths and all other up-to-date improvements. The 
curriculum is as set by the Peruvian Government 
and the 70 men and women teachers are princi- 
pally graduates of the Peruvian Normal School. 
Their salaries are paid by the company which 
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bears all other costs of the educational program 
and also provides school nurses and doctors as 
well as the school equipment. There is a refer- 
ence library and reading room in each school. An 
apprentice system has been developed whereby 
boys on completing their school courses may 
acquire the necessary training to fit them for 
service as skilled workmen in the organization. 
Accordingly the 25,000 persons resident on the 
La Brea-Parinas property constitute a healthful. 
happy and progressive community. The morale 
of the 4,700 Peruvian workers is excellent and 
the labor separation rate has not exceeded 15 per 
100 during the past five years. 


(sincident with the development of the La 
Brea-Parinas estate the International Petroleum 
Company Limited has organized marketing fa- 
cilities whereby a complete line of petroleum 
products is available at low cost to all parts of 
the country. This has involved a considerable 
investment in the modern methods for distribu- 
tion by steamers, bulk terminal installations, 
bunkering stations at the principal ports, ware- 
houses and so forth. The company furnishes fuel 
oil for all industrial purposes, including the rail- 
roads, all of which operate with fuel oil, as well 
as the bunkering of steamers, which is taken 
care of from coastal installations at Talara, 
Payta, Pimentel, Salaverry, Huacho, Callao, 
Pisco and Mollendo. 


The development of export trade to world mar- 
kets by the International Petroleum Company 
Limited from the port of Talara is indicated in 
the accompanying table in barrels of 42 gals., 
covering the shipment of crude oil and _ refined 


products, 


International Petroleum’s Exports 





Year Crude Oil Refined Products 
1914 . Teer 100,000 613,000 
1919 . .. 978,000 918,000 
1921 - ... 2,939,000 2,002,000 
1929 ‘ 7.065.000 5.5 19,000 
1934 .... 9,723,000 1.876.000 
1939 . 1.278.000 3.247.000 
1910 3,484,000 3.247.000 


The exports of refined products represent the 


surplus of production over the domestic require- 
ments of the country. 


While practically all the petroleum production 
in Peru has been developed from the north- 
western coastal regions, some 286,000 bbl. were 
produced from the Pirin field of the Lake Titi- 
caca district of southern Peru during the years 
1906-1915 inclusive. In 1905 an American com- 
pany known as The Titicaca Oil Company was 
formed to explore the Pirin field, and a Chilean 
syndicate, Sindicato Petrolero del Titicaca to ex- 
plore the Corapate zone on the shore of Lake 
Titicaca. There has been no commercial pro- 
duction recorded since 1915 when the works 
were abandoned as unsuccessful. The areas are 
now a National Reserve Zone and are being ex- 
plored by the Government. 


In Eastern Peru is the concession of the Com- 
pania de Petroleos Ganso Azul Limitada, com- 
prising some 9,000 pertenencias (88,920 acres) 
of prospective oil lands near the Pachitea River, 
some 15 miles above the junction of the Ucayali 
River in the Department of Loreta. 


This concession was granted by the Government 
in 1933, and after five years of geological in- 
vestigation and financing preliminaries, was 
transferred to Ganso Azul Inc. of Los Angeles, 
which formed the present company in January 
1938 under a fifty year charter. 


Material and supplies for the Ganso Azul oper- 
ations are shipped to Para, Brazil, where they 
are loaded on river boats and barges for trans- 
portation some 2,000 miles up the Amazon River 
to Iquitos. At this point they are transferred to 
smaller craft and towed some 600 miles distant 
to the unloading port up the Ucayali and Pachi- 
tea Rivers. In low water seasons small planes 
can land on the river beach near Agua Caliente 
and it is proposed eventually to lay out a landing 
field for airplanes near this point. Large planes 


International Petroleum’s administration office at Talara showing the 


accounting department, 








are compelled to land at Pucalpa, +0 kilometres 
below Agua Caliente, and recently some 15 tons 
of freight was flown in to this point. 


Five wells have been drilled on the Ganso Azul 
property. One test well has been carried down 
to 3,104 ft., while the producing wells are all 
approximately 1,100 ft. in depth. The flush 
output is reported as ranging from 500 to 2,/\(0 
bbl. per day and the practical output is placed at 
250 bbl. per day, with a gasoline content of ap- 
proximately 35 percent. Storage capacity consists 
of three 500 bbl. tanks and three 250 bbl. tanks, 
A temporary refinery plant has been installed 
and a small amount of Diesel oil and gasoline is 
being sold the Government services in eastern 
Peru. There is no record of commercial pro- 
duction, as no crude has yet been moved from 
the concession. 


Until the year 1924 the Republic of Peru was 
the largest petroleum producing country of the 
South Americas. In 1924 Venezuela became the 
leading country, and in 1927 Colombia ousted 
Peru from second position. For the year 1940 
Peru held fifth position in relative importance. 


The domestic consumption of the country has 
increased by over 1,500,000 bbl. during the past 
ten years, the estimated domestic consumption 
for the year 1940 representing 29.5 percent of 
the total production. 


Peruvian Domestic Consumption 


Year Domestic Consumption 
(Barrels) 
1930 .... rrr +++. 2,052,000 
961 .... TTyT rrr 1,900,000 
1932 .... we . ... 1,798,000 
ne MLE ... 1,925,000 
1934 ..... ee -+ +++ 2,163,000 
ee Svenesd 2,419,000 
BBBG 2 ccccces +++. 2,837,000 
1937 3,109,000 
1938 3,277,000 






1939 .... wrt eT UOC, 
DD 6« .62seser28se80080 Qe 
Under the Presidency of General G. R. Bena- 
vides, the Government planned and carried out 
an extensive road construction program, some 
800 miles of which constituted the Peruvian con- 
tribution to the future Pan-American Highway. 
In this connection the petroleum companies have 
also contributed, by extensive road construction 
work in the northwestern coastal area, linking 
up these areas with the motor road extending 
north from the capital city of Lima. In the road 
construction program General Benavides planned 
for the opening up and colonization of the mon- 
tana areas to provide outlets whereby the colo- 
nist could market his products, and declared these 
facilities would “increase the purchasing power 
of the people, improve the standard of living, 
banish sectionalism, and give rise to confidence 
and understanding among the people”. The pres 
ent administration is continuing the policy o 
further highway construction, which development 
will continue to increase the domestic demand 
for petroleum products. 


As regards the development of new production, 
the new field now being explored by the Com- 
pania de Petroleos Ganso Azul Limitada 's o 
future importance. The discovery and develop 
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ment of this field has been carried out under ad- 
verse conditions and at great cost, and the devel- 
opment of commercial production will involve 
either transportation down the Amazon a few 
thousand miles to supply the Brazilian market in 
competition with Venezuela oil, or an outlet on 
the west coast. 


In accordance with Law No. 9037 of November 
23rd, 1939, the Peruvian Government created a 
fiscal entity under the technical control of the 
National Petroleum Department for the explor- 
ation of petroleum of the National State Re- 
serves. In March 1939 the Government had 
purchased the Zorritos field in the northwest 
coastal area complete with installations, as well 
as the tanks and distribution plant at Callao, 
and accordingly the Peruvian Government has 
actively entered the competitive field of the pe- 
troleum industry. The Government expects to 
intensify its drilling operations in the reserved 
zones during the current year. 


By a decree issued by the Minister of Industries 
in September 1940, the petroleum companies are 
now required to advise the Government regard- 
ing the technical and economic aspects of their 
plan of operations for the forthcoming year, the 
purpose of the decree being to afford the Gov- 
ernment the facilities for the control of petrole- 
um exploitation in the country. 


While the petroleum production of Peru has 
declined from the peak year of 1937, and at 
present is less than one per cent of the world’s 
total, the industry continues among the most im- 
portant to the Republic. The total value of the 
mineral production for the year 1939 was Soles 
287,000,000 of which petroleum held first place 
with a value of Soles 105,000,000 followed by 
gold and copper valued at Soles 50,000,000 and 
Soles 45,000,000 respectively. While most of 
the metallic production leaves Peru, only 75 
percent of the petroleum output is exported. 


Vuring the past ten years the total value of 
netallic minerals exported was Soles 740,000,- 
010, and the total export taxes paid the Govern- 
ent were Soles 8,000,000; during the same pe- 
od the value of petroleum exports was Soles 
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Crude oil loading at Talara for shipment to Canada. 


999,000,000, with export taxes of Soles 115,000,- 
000. For the year 1939 the oil companies paid in 
export taxes alone a total of over Soles 12,000,- 
000, representing 6.85 percent of the national 
budget of Soles 175,000,000 for that year. In 
July 1940 the export taxes payable on crude and 
products were further increased by the obligation 
that such duties became payable to the Govern- 
ment in United States currency. The export 
taxes referred to as paid the Government are ex- 
clusive of a one per cent advalorem unemploy- 
ment tax, on all exports from national territory, 
as imposed by Decree Law No. 7103 of April 
1931. Peru has accordingly derived a large part 
of its revenues from the large scale investments 
of foreign capital made by the oil companies. 








Under present conditions, with a declining out- 
put, the operating companies are contronted with 
an increased burden of taxation and Government 
competition in the domestic markets, and at the 
same time are endeavoring to co-operate with the 
desires of the administration regarding the devel- 
opment of the petroleum properties. The Na- 
tional Government is carrying out some explor- 
ation work within the large areas of the country 
declared as National Reserves, but it is evident 
the future development of the petroleum re- 
sources of the country will only be achieved by 
providing the necessary security to attract large 
scale foreign capital investments for exploration 
and exploitation to check the declining rate of 


Peruvian crude oil production. 
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The author, E, Ospina-Racines of Bogota, 


High Drilling Costs and Disappoini- 
ing Results Have Not Deterred Com- 
panies from Continued Activity— 
More Liberal Interpretation of 
Basic Oil Law Needed to Promote 


Further Development. 


Tex years ago, on March 1931, the basic 
oil law of Colombia was promulgated after a 
four year study and debate. In 1936 the law 
was amended in an effort to promote the develop- 
ment of the oil resources, especially those of pri- 
vate ownership, which the basic oil law recog- 
nized but did not define. The area of prospective 
oil land solicited, contracted with the govern- 
ment and leased from private owners as of July 
1941 and since 1931 is given in Table 1. 


TABLE 1 
ACRES 
National land solicited since passage of the oil law 
rat S i te DEORE Soe ota aes Sees 5,382,548 
Area contracted under the oil law since 1931 .... 2,296,766 
Area of No. 2 surrendered to the Government ... . 860,488 
Area granted under special contracts prior to the 
law . TEC LY TROUT CLT ORE ETL 1,544,000 
Approximate area covering private oil lands: 
Owned in fee, in Magdalena Valley ......... wai 774,592 
Leased in Magdalena Valley .........000se000. 363,831 
Oe I ND, oo as aoe ie Oie's a 41064 0.4 2,848,178 
Average area contracted with government, per con- 
cession. P ee b4n segue ° oe ° 86.500 
Maximum area that may be held by a single person 
or enterprise . ° . os ° , ‘ 194,000 
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It will be observed from the data included in 
Table 1 that of the total area solicited only 
2,296,766 acres of 42.5 percent was contracted 
and of the later area 860,488 acres or 37.5 per- 
cent of what was contracted was subsequently 
surrendered to the government. In most instances 
this took place during the years 1931 to 1934, 
operators being unable to fulfill all the contract 
stipulations and therefore permitting the grant 
to lapse. From 15 to 20 percent of the 860,488 
acres was tested by wildcat drilling and found 
barren of oil. Most of these properties are lo- 
cated just north and south of the De Mares 
concession in the Magdalena valley. 


According to a recent statement of the Minister 
of Mines and Petroleum, since August 1938, 
when the present administration took office, to 
December 1940, 48 different bids for oil con- 
cessions have been filed, whereas, between 1931 
when the oil law was passed and August 1938, 
only 57 bids were filed. This means that in two 
years and five months almost as many proposals 
were received as during the seven years pre- 
viously. Between 1931 and August 1939, eight 
contracts covering national lands were signed 
totaling 730,000 acres. Since August 1938, 
seventeen contracts have been signed covering a 
total area of 1,945,000 acres. 


The accompanying map shows the holdings as of 
July 1941, the location of the test wells drilled 
recently and the wildcats now drilling or 
projected for this year. Table 2 gives a sum- 
mary of the drilling which took place during 
1939, 1940 and this year, together with the 
results and status of property. None of the tests 
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indicated have discovered a new field outside «j 
the two concessions in commercial operation, the 
Barco and De Mares. 


In order to gain an idea as to the investment 
required in carrying out wildcat drilling in Co- 
lombia, the following figures are of interest. 
These will permit one to appreciate the signi 
cance of the negative tests indicated in Table 2. 
The following sums represent an investment 
made in locating a drilling rig in the Upper 
Magdalena valley in the vicinity of Honda, 
some 500 miles from the Caribbean coast along 
the Magdalena River. The total indicated does 
not include drilling expenses, because the legal 
situation prevented drilling. 


Cost of Locating Drilling Rig in Upper Magdalena 


DOLLARS 
Drilling rig, trucks, machinery, ete. ..... 5 8S 385,000 
Shops, warehouses, quarters ..... . os 71,800 
Erection of derrick ....... , 9,100 
Salaries and wages paid ... , ; 64,000 


Tools, bits, casing ete. .... : 367.000 


& 896.900 


In carrying out an exploratory program on fou 
national concession and test drilling in the vicin- 
ity of Puerto Berrio about 375 miles from the 


coast, the following investment was made: 


DOLLARS 


Geological and geophysical exploration . ‘ . .-81,600,000 
Road construction, warehouses, quarters, etc. 1.620.000 
Drilling expenses of two wildeat wells .... 500,000 
Drilling expenses anticipated two wildeats pending 570.000 


$4,290.000 


A detailed account of the expenditures made and 
the items which make up a similar investment 
are given in the report to the shareholders of the 
Sociedad Nacional del Carare an_ enterprise 
which drilled three test wells as revealed by the 
data in Table 2, during 1939 and 1940, one 
reaching more than 9,000 ft. and another well 
lost around 4,700 ft. According to the report 
issued the items making up the profits and losses 
during 1940 were as follows: 


Profits up to December 31. 1939 ........ ee 6.350 
Income during 1940—Dividends, rental of animals, 

GM a ceed ewes essewosercseveees haved ewe 3.820 
LOSSES INCURRED DURING 1940: 
1. Accounts written off ............. one $s 1.245 
2. Cost of aequiring concession 300.000 
3. Surface rental fees paid .... , / 21.900 
1. Cost of organizing company 61.500 
5. Exploration outlay ........ ° 540.000 
6. Cost of drilling wells .. 328.000 
7. Principal roads built . 154.000 
, Sn sauewes ean 18.100 
9. Labor covering various installation. . 90,300 


$1,815.545 


Net Losses . vents — eee eee ee -O1,805.375 
The above figures were obtained by convert ng 


the original pesos to dollars by multiplying 5y 
0.57. 


A great deal of wildcat preparatory work 1s 
going on in the country. Considerable drilling 
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TABLE 2 
Wildcat Drilling In Colombia - January 1, 1939 to June 30, 1941 
Well Maximum Depth 
Company Concession Reached—Feet Results 
Sociedad Nacional del Carare ..........2c00cesee0 Carare San Fernando 1 1745 Lost-fishing job 
San Fernando 2 9272 Abandoned 
Monteoscuro 1 6550 Abandoned 
GoommpeVanmms GE Gas cc ccccccccscsccscscesecs Restrepo Narino 1 6515 Abandoned 
Narino 3 10740 Abandoned 
Peralonso 1 9274 Abandoned 
Las Monas 2 6984 Abandoned 
Compania de Petroleo Shell de Colombia ............ Mora Monteoseuro 1 9180 Abandoned 
Monteoscuro 2 2990 Abandoned 
San Juan Puerto Parra | 10910 Abandoned 
Sullivan 1 2683 Abandoned 
El Doce Rigging up 
Compania de Petroleo El Condor ............... Consorcio Zambito 1 2395 Water well 
Baul 1 7450 Abandoned 
Ermitano 1 1602 Abandoned 
Yondo Casabe 1 7150 Testing 
Twomhend GUl Ga. 2c ccc cccccccesceccsesesscces Gutierrez Cimitarra 1 5881 Abandoned 
Compania de Petroleo del Valle del Magdalena .. .Magdalena Cimitarra 1 1495 Testing 
PD ES GD, oct ise ceeewrcsisecnvns San Pablo Rigging up 
CD TNE Gc ici ccc astvnesssecerved Barco Carbonera 1 2000 50 bbl./day 
Leoncito 1 Abandoned 
Rio de Oro 13 1865 182 bbl./day 
Secuavo 1 8900 Testing 
Carbonera 2 2234 30 bbl./day 
Carbonera 3 3395 30 bbl./day 
Tres Bocas 1 5100 18 bbl./day 
Tres Bocas 2 1987 Abandoned 
Tres Bocas 2-A Rigging up 
Sardinata 1 3961 Testing 
Petrolea 97 1585 18 bbl./day 


De Mares and Barco Drilling to End of 1940 


BARCO 

Peerelcn CPreGusing) ....6 ccc csccccvces 105 
Rio De Oro .. MHRCCSDERAT ED CPD ew eee OM 12 
TC cdhividsedioues cee euvenaseee 3 


BEE, 6 oc boos 6 ose eek 64 CNC WDE OME 1 








ee ee re ie bees 5 126 

DE MARES 

ee mr 451 

ea Gite GRWOGIIEMED 2c ccc rc cccsesceren 672 

ee TORO occ ctr sr wsosctereecers sven 1 

CefereGe «. «2.05% err er et reer 1 

San Luis .... PCP TTT TTT CTT Ter re 3 1128 
1254 


machinery and road building equipment has been 
unloaded recently at the riverport of El Banco, 
185 miles up the Magdalena river. The Shell 
companies have various concessions in this vicin- 
ity and a test well will be spudded in shortly in 
this area. The Richmond Petroleum Co. ob- 
tained the Villamizar concession by transfer and 
will spud in within a month or sooner. On 
March 12 the Shell affiliate Cia. de Petroleo El 
Condor, spudded in Casabe No. 1, on the Yondo 
concession, and during the first week of July 
seven inch O.D. 24 Ib. casing was set at 6563 ft. 
Open hole reaches 6710 ft. Two attempts dur- 
ing the week were made to test the well with a 
Johnston formation tester but were unsuccessful. 
Tubing was run and the well swabbed for a 
test of the open zone. Some oil and gas show- 
ings are reported. With an 8% in. Elliot core 
drill, samples were obtained at 4900, 5150, 5700, 
5710 and 6050 ft. which were impregnated 
with oil. Using a Lane-Wells surveying instru- 
ment the well registered a maximum deviation 
ot three degrees one minute at 3800 ft. and a 
minimum of zero degree three minutes at 4300 
tt. The well is 238 ft. above sea level. 


lhe Socony-Vacuum Oil Co. of Colombia affil- 
ite Cia. de Petroleo del Valle del Magdalena, 
spudded in Cimitarra No. 1 on April 15th last. 
During the middle of July the well was reported 
‘o have reached 1495 ft., having encountered 
the basement rock at 1091 ft. The well was 
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plugged to 1200 ft. and a home-made combina- 
tion string of 85@ in. was set and after drilling 
out the well a slight amount of heavy oil flowed 
together with a large amount of salt water. 
Cementing operations were carried out. An in- 
spection of the oil is being made. Tropical Oil 
Co. likewise drilled a Cimitarra No. 1 on the 
Gutierrez concession, to a total depth of 5881 
ft. the cretaceous having been encountered at 
5861 ft. Surface casing, 20 in. 90 Ib. was set to 
97.5 ft. and 13 in. 40 Ib. casing was set up to 
678 ft. The well was plugged and abandoned 
inasmuch as no positive oil or gas showings were 
obtained. 


In the Barco concession on July Ist three rigs 
were running. Petrolea No. 97 was completed at 
1585 ft. for 18 bbl. per day, Sardinata No. 1 a 


COLOMBIA 


medium deep test, within the main field area of 
the Petrolea structure now drilling around 3964 
ft. was tested with a Johnston formation tester 
without any showings. Tres Bocas No. 2-A 
is rigged up for another deep test with an ultra 
modern drilling rig. Socuavo No. 1 reached 8900 
ft. and was tested with a Johnston formation 
tester yielding a 48.3 A.P.I. oil. Drilling con- 
tinues. Except for Cimitarra No. 1 all test wells 
have been surveyed by Schlumberger. 


Since November 1939, when the first pipeline 
shipments started from the Barco concessions, 
oil production in the country has been supple- 
mented. Heretofore it had been identified solely 
with the De Mares concession. As of Decembe 
1940, 126 wells had been drilled on the Barco 
concession and on the De Mares concession 1,128 
wells had been completed, 34 of which were 
found dry and abandoned. Crude oil production, 
pipeline deliveries, runs to stills and exports of 
crude oil from the respective concessions are 
shown in Table 3 for 1940 and for the first 
half of 1941: 


TABLE 3 


Year First Half 
1910 19tl 
De Mares Concession: (Barrels) 


Crude Oil Production 9.076.078 





Natural Distillate Production 191,000 
Delivered to pipeline 8,278,627 
Exported ‘ 18,481,416 8,170,718 
Run to Stills at Barranca 3,379,196 1.523.515 
Barco Concession: 
Crude oil production 1,202,770 1,850,157 
Delivered to pipeline 1,008,831 1,765,333 
Exported 1,068,865 1,512,251 
Runs to stills at Petrolea 71,585 34,914 


Total crude and Natural Distillate 


production for Colombia 1910 26,296,211 


In the November 1940 and June 1941 issues of 
the financial monthly, Ev Mes Financiero y 
Economico the author called attention to the 
need for revision of the oil law, especially to the 


Cimitarra No. 1 of the Compania de Petréleos del Valle del Magdalena; 
a wildcat well on the west bank of the Magdalena River. Photograph, 
courtesy of Jorge Mejia. 
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judicial procedure which law 160 of 1936 estab- 
lished for reviewing private oil titles by the 
Supreme Court. At the same time the need was 
pointed out for a broader interpretation of the 
technical aspects incorporated in the basic law of 
1931 with respect to the necessity of drilling a 
test well if after considerable geophysical and 
geological exploratory work has been performed 
such evidence indicates that a wildcat well is not 
warranted. A proper solution to these two legal 
problems undoubtedly will bring about consid- 
erable exploration and wildcat drilling in the 
‘ountry. 


TABLE 4 


Hempel Fractional Distillation and Inspections of 
Pipeline Samples of Colombian Crude 


De Mares De Mares 





High Low 
Cold Test Cold Test Barco 
Gonelty BPE caccccvcosccncssccs SRS 24.7 13.5 
Chemical Base BofM Method . Int. Int. Int. 
st. Run gasoline: 400 deg. F end 
point percentage ........... 20.0 15.1 56.5 
: eracking topped crude ..... a vex 21.6 
: eracking reduced crude .... 18.8 
lotal Gasoline yield: percentage 
OF GE ese etetneeeareewns ere 33.9 81.1 
Octane Number: Straight run gas- 
Perera ee eee epee 65.0 58.5 
herosene and Gasoil Yield: per- 
GD. ceca to tee tes eete ons paw 22.0 31.0 
Fuel Oil residue: 200 SFS @ 112 
deg. F. percentage ......... ee 11.9 14.2 
Sulphur content: percent by 
SEG wes Cddedeees Oeew awe 0.71 0.83 0.10 
Salt as NaCl: Ibs. per thousand 
barrels TUT TPT CRT CLE Te 29 12 1.0 
Cee eee GA | ok. ck ceases 0 —35 0 


With respect to private oil property the basic 
oil law of 1931 recognized it but no legal defini- 
tion was given. In 1936 the definition was sup- 
plied. The latter states it to be such oil as may 
be found on property adjudicated to a person by 
the nation prior to October 28th 1873. If a test 
well is to be drilled on private land, titles or 
proof must be presented to the Ministry to show 
that such land left the patrimony of the state 
and that such grant was made either by the 
Government of the Republic since 1821 when 
the country obtained its independence or by the 
Crown of Spain prior to that date. The legal 
department of the Ministry studies the proofs, 
the Petroleum Advisory Board, which has no 
power whatsoever, expresses its opinion; then the 
matter is referred to the Attorney General for 
an opinion. In view of the studies and opinions 
the Ministry may decide administratively if such 
oil as may be found is private or national prop- 
erty. In case the Ministry holds that it is private, 
drilling may go ahead on the land. Should the 
Ministry decide otherwise the whole matter 
passes to the Supreme Court for a decision, ren- 
dered in a brief and summary process. This 
decision may be contested by either party and 
within two years by an ordinary process. The 
experience gained so far in applying the judicial 
procedure outlined in law 160 is that the pro- 
ceedings are far from being brief and more than 
two years may elapse before the court is able to 
ender a decision on a private oil title. The 
eason for this is that the Court’s calendar is 
vercrowded and in practically every case on 
ecord when a drilling permit has been sought 
overing private land the Ministry has referred 
the matter to the Supreme Court. 
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As a solution to the above situation, law 160 
could be amended whereby the Ministry would 
be empowered to recognize the subsoil rights 
of private lands in the same way as surface 
rights are now recognized by article + of law 
200 of 1936 with respect to private ownership. 
Article 4, briefly stated, declares that private 
land may be proven so with a title issued by the 
State; with any proof whatsoever showing that 
the land left the patrimony of the State legally; 
with a title obtained between private owners 
prior to October 11, 1821. The present legal 
status with respect to subsoil hydrocarbon rights 
is limited by interpretation of the Ministry of 
law 160 to the first i.e. title issued by the State 
prior to October 28th, 1873. The amendment 
would in turn permit the Ministry to apply the 
other two criteria and recognize administratively 
many private oil titles. 


According to a recent report in the local press 
it is utiderstood that the Minister of Mines & 
Petroleum, Dr. Juan Pablo Manotas has drafted 
a bill which he will present to Congress shortly 
requesting certain modifications to the judicial 
procedure outlined in law 160 of 1936. These 


are discussed in detail in a following article. 


The second situation mentioned is now pending 
before the Supreme Court for a decision. This 
problem arises from the provisions of the basic 
oil law which limits to a single person two oil 
concession contracts covering a maximum area, 
for instance, in the Magdalena valley, of 100,- 
000 hectares (247,000 acres). In the Llanos 
region, the maximum area which may be held 
is 200,000 hectares (494,000 acres) provided 
other land is not held in the country by the same 
person. If an operator contracts the maximum 
area, which means only two contracts, carries 
out geophysical and geological exploratory work 
and then comes to the conclusion that a test well 
is not warranted, the operator finds himself un- 
able to carry out further exploration on other 
tracts and according to an interpretation given 
to the oil law by the Ministry, he is obliged to 
drill a test well before he may surrender the 
tracts granted. Otherwise he is liable to forfeit 
the guarantee deposit of one peso per hectare, a 
minimum $14,200. A 100,000 hectare tract rep- 
resents a guarantee deposit of $57,000. 


Two cases are now before the Supreme Court 
to test the interpretation of the oil law of 1931. 
According to this law an operator may return 
a concession at any time if he proves that oil 
does not exist in commercial quantities. In this 
connection it is of interest to note the sums ex- 
pended in Colombia, listed previously, in carry- 
ing out wildcat drilling. In the case of the 
Carare company it is seen that the cost of drill- 
ing represents only 16 percent of the total losses 
incurred during 1940. The exploration outlay 
of $540,000 is almost twice the cost of drilling 
and road building represented a sum 1.65 times 
the cost of drilling. The figures cited and those 


listed for the four national concessions indicate 


that exploratory work represents a far greater 
outlay than drilling and that if such investment 
is made in exploration it is solely as an invest- 
ment to determine whether an additional sum 
in drilling should be spent. Obviously an un- 
equitable situation is created by the insistance 
on actual drilling when geophysical and geo- 
logical studies indicate beforehand that it is not 
warranted. 


The situation discussed above is explained by the 
fact that the basic oil law was promulgated 10 
years ago and its provisions represent the tech- 
nical thought and experience of the oil industry 
up to 1927, some fourteen years ago, when dis- 
cussion of the oil law was started. Since this 
date the technique in exploration, drilling and 


production has undergone significant changes. 


Carbonera No. 2 on the Barco Concession 
drilled to 2234 ft. and plugged back to 782 ft. 
for a 30 bbl. per day producer; the oil is of 
low gravity about 20 deg. API with asphaltic 


base. 





Control panel and pump room of the 500-bbl. per 
day battery of Colombian Petroleum Co. at 


y Petrolea on the Barco concession. 
‘ 
> s 
+ 
“ak. in Many practices which were modern 10 to 15 
oe years ago are obsolete today. The art of geo- 


physical exploration is relatively a recent de- 
velopment. The Bureau of Mines of the United 
States has compiled data showing that before 
1932 only five new oilfields of one million bar- 
rels were discovered per year through the appli- 
cation of this science and that after 1932 such 





progress was made in geophysical exploration 
that by 1938 sixty-five new fields were discovered 
by this exploration technique. 





The oil industry of Colombia not only makes 
substantial investments in concessions, equip- 
ment, drilling machinery and test wells as evi- 
denced by the data on wildcats completed and 
sums invested, but it is likewise a substantial 
contributor to the fiscal revenues of the nation. 
At present there are 29 oil enterprises that pay 
direct taxes to the government. In order to gain 
an idea as to the significant role the oil industry 
has in the national economy, the author has com- 
piled the following data for the year 1939 show- 
ing all direct payments made by the oil industry 
to the government. During 1939 the government 
income reached 91,359,288 pesos or $52,200,000 








Tres Bocas No. 1 drilled to 5400 ft. and 
plugged back to 3960 ft. for an 18 bbl. 
per day producer. 

Another view of Cimitarra No. 1 on the west bank 
of the Magdalena. Photo by Jorge Mejia. 








and of these the oil industry paid $9,275,900 « 
18 percent of the fiscal revenues. This was pa 
by 15 different oil enterprises of which only fo. 
were operating commercially and the balance 
were engaged solely in exploratory work. 


Oil Industry’s Direct Payments to 
Colombian Government 1939 
DOLLARS 


Surface rentals and storage depots . sactee 72.900 
Royalties from concessions . cas ; 1.320.000 
Income Tax payments ec ecere : re 2.710.000 
Estimated income tax yield accruing to Govern- 

ment from total wages and salaries paid to 

oil industry personnel, one percent of 24,147.- 

151 pesos——244,474 pesos . 110.000 
Capital assets levy (patrimony tax) .. 606.000 
Exeess profits taxes ......... ia hte See 978.000 
SE CE cs cnscteskwngesadens , 383.000 
Rights on common carrier ........... 148.000 
Internal revenue stamps, official paper, etc. 208,000 
Gasoline, greases and lubricants consumption tox 

collected by the industry ......... oe 2,710,000 
Wages and salaries paid to nationals . : 8.960.000 
Total outlay of the oil industry—1939 . : $18.235.900 


Total Paid to the government “our 
Percentage of government income—1939 
Total fiseal payments per barrel of oil exploited: 





23,860,230 bbl. produced in 1939 ... .39 
Number of oil enterprises contributing to above 
payments ....... ree ee ee . 15 


In 1926 when the oil industry started commer- 
cial exploitation, represented by the first pipe- 
line shipments and the sale of Colombian oil in 
the world market, the fiscal income from the oil 
industry did not amount to more than 1.5 per- 
cent of total revenues of the government. Un- 
doubtedly if a degree of success is experienced 
in the wildcat drilling which is going on in the 
country within a few years the old industry may 
became the most important industry of the 
country. 
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Simplification of Oil Law 


By James Wallace Raishbeck, Jr. 





Dr. Hernando Navia Cajiao, chief lawyer of the oil 
department of the Colombian Ministry of Mines & 
Petroleum who collaborated with the Minister, Dr. 
Juan Pablo Manotas in drafting reforms to the oil 
law which are now being considered by Congress. 


Tue question of determining definitely the 
ownership of oil deposits in Colombia has been, 
and is, one of much difficulty, and the conflicts 
arising between private and national interests in 
this respect have contributed in large measure to 
delay the active development of the oil industry 
in Colombia. The Ministry of National Econ- 
omy, in its Annual Report for 1939, called at- 
tention to the necessity of laying down rules to 
clarify the ownership of oil deposits, and thus 
eliminate, as far as possible, the prolonged litiga- 
tion ordinarily required to settle the much dis- 
puted question of private or national ownership. 
As stated in the Report, “the existing laws give 
the Government or private individuals a term of 
two years within which to institute the appro- 
priate judicial actions to decide the ownership of 
the oil, but this only takes place when a contract 
is being entered into, or when the proceedings 
relative to a notice to explore, with drilling 
equipment, are concluded. The prescription of 
the right to give these notices, and the raising 
of a presumption that the oil belongs to the State 
it they are not given within a fixed time, would 
be a legal method to define the situation.” 


The Colombian Government has taken another 
step in the right direction by presenting to Con- 
xress a new project of law, the object of which, 
.ccording to its author, Dr. Hernando Navia 
Cajiao, Counsel to the Ministry of Mines and 
Petroleum, is to define, with a minimum of de- 
‘ys and formalities and once and for all, the 
ownership of the oil, when national and private 
nterests come into conflict. Under the new proj- 
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ect, greater publicity is given to applications for 
concessions. Anyone may oppose the granting of a 
concession, indicating only the basis of his oppo- 
sition. Under the new project, it is not necessary, 
as is the case under existing legislation, to sub- 
mit, with the opposition, the documents upon 
which it is based. When, however, the basis of 
the opposition is the ownership of the oil, the 
Ministry is required to remit the record of the 
proceedings to the Salva Civil de Unica Instancia 
of the Supreme Court, which, in an ordinary 
suit having only one instance, decides definitely, 
and once and for all, if the opposition is or is not 
well founded. When the opposition is not based 
on the question of ownership of the oil, as, for 
instance, when a preference right is involved, the 
Ministry decides the opposition. Under existing 
procedure, when oppositions are presented, and 
the matter is referred to the Supreme Court, the 
decision of the Court, although highly persuasive, 
is by no means final. The defeated party may 
continue to exhaust his other legal remedies. 
This situation is somewhat disturbing to conces- 
sionaires who, on the other hand, have certain 
onerous obligations to fulfil under their conces- 
sions and always run the risk, on the other hand, 
of losing their rights should a defeated oppositor, 
in his ordinary action, definitely establish his 
right to the oil deposits covered by the concession. 
The Salva Civil de Unica Instancia is composed 
of five judges, and its decision will be final and 


To drill a wildcat on private oil property in Colombia a permit from the Ministry of Mines & Petroleum 
must be obtained which involves investigating titles that go back 68 or more years; below is shown a 
typical stack of title claims that accompanied a permit to drill. 








conclusive as to the ownership of the oil rights. 
Under existing legislation, three judges of the 
Supreme Court pass upon the validity of oppo- 
sitions. 


Under the new project to which we have re- 
ferred, the oppositor is required to file his com- 
plaint with the Supreme Court within sixty days 
after the opposition is received by the Court, 
under pain of forfeiture of his rights in the sub- 
soil. The presumptive owner, that is, the individ- 
ual who claims ownership of the oil deposits, who 
does not make an opposition to an application for 
a concession, definitely loses his rights if he does 
not bring his ordinary action to determine the 
ownership of the oil, within two years from the 
date on which the right to make oppositions ex- 
pires. This suit must be brought before the Sa/va 
Civil de Unica Instancia of the Supreme Court. 
Putting the matter briefly, the private owner 
who does not make opposition is placed on an 
equal footing with the owner who, at the oppor- 
tune moment, presents his opposition. He is not 
permitted, under the project, to bring his ordi- 
nary action in one of the Superior Tribunals, 


with a right of appeal to the Supreme Court. 


In the case of private properties, when notice is 
given to the Ministry of a proposal to drill and 
the Ministry considers that the oil belongs to the 
Nation, all documents will be remitted to the 
Sala Civil de Unica Instancia of the Supreme 
Court where, in an ordinary suit it will be de- 
cided, once and for all, if the oil is privately 
owned. If the private owner does not file his 
complaint within sixty days from the time the 
record of the proceedings is received in the 
Supreme Court, it will be understood that he 
waives his rights to the private ownership of 
the oil. 























2400 Bbl. Well 30 Miles North of Coalinga Opens Important 


New California Area 


Tue ruHeory, long held in certain geological 
quarters that no oil would be discovered north 
of Coalinga in California, was exploded late in 
June when Shell Oil Company ran a formation 
test in Fresno County, 30 miles northeast of 
Coalinga near Raisin City and obtained produc- 
tion at the rate of 2400 bbl. of 23 API crude 
per day from the Miocene interval, 5021 to 
5049 ft. Sand trouble developed and several at- 
tempts were made to obtain clean production, 
the finally resorting to running a 
twenty mesh wire wrapped liner to complete the 
well at the end of July flowing 750 bbl. per day 
of 23.5 API crude through a 22/64 in. bean 


from the Miocene. 


company 


In 1939 after extensive geologic and subsurface 
studies this area was shot by a United Geo- 
physical Company seismograph party. The fol- 
lowing year (1940) the area was reshot by 
seismos by the same company, the work being 
completed in November. The data was finally 
interpreted by Shell’s geological and geophysical 
department. In April, 1941 the company was 
prepared to drill and after reaching 6,429 ft. 
the first well was plugged back for 15,000,000 
cu. ft. per day of gas from the Miocene interval, 
5005 to 5045 ft. The rig was then skidded to a 
new location and on June 12 spudded Santa Ana 
& Fresno Land Company 660 ft. 
south of the gas well. By July 24 the well was 


1-19 some 
producing as set forth above. 


The discovery immediately attracted widespread 
attention in California because of its importance 
in extending production possibilities considerably 
bevond the limits of previously proven oil terri- 


tory in the northern part of the state. 


The, Raisin City structure is a northwesterly 
trending anticline lying on the east side of the 
main San Joaquin valley syncline. The first 3800 
ft. consist of undifferentiated continental sands 
The upper of this section is 
fill, The 


lower part is apparently the equivalent of the 


and clays. part 


recent valley predominantly — sand. 
Tulare and Etchegoin formations encountered in 


Coalinga. The next 600 ft. consist of rather 
coarse Miocene marine sands containing some 


This is 


locally as Santa Margarita and might be corre- 


fossils of oysters and pectens. known 
lated with the Santa Margarita sands of the 
Coalinga area, or the brown shale of Kettleman 


Hills. 


From +,400 to 6,000 ft. there is found continen- 
tal type Miocene consisting of brown and green 
mottled clays with thin streaks of poorly sorted 
sand. This formation is in part probably the non- 
marine equivalent of the Temblor of the Coal- 
inga and Kettleman Hills regions. Present pro- 
duction in the Raisin City field is from sands 
lying approximately 660 ft. below the top of 


this interval. From 6.000 to 6.300 ft. is the 


100 
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Kreyenhagen shales, the equivalent in part of the 
Below this shale there 
are fine to coarse grained sands of the Eocene. 


Coalinga Kreyenhagen. 


Ownership of the area around the discovery is 
revealed on the accompanying map and reference 
to it indicates that Shell is favorably situated. 
Land that may prove interesting is jointly held 


by Associated, Union and Seaboard and seve! 
by Barnsdall, Western Gulf, General Petrole 


Texas, Universal 


Superior. It is anticipated that an intensive d 
ing and leasing campaign will develop as a res 
ot the interest displayed by 


Shell’s discovery 


extensions may soon 


Consolidated, 


and 


Bandini 


the 
further discoveries 


be reported. 
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PETROLEU®™M 


PREPAREDNESS 


One small part of America's millions of 
miles of power . .. safely locked in today 
for what may come “tomorrow.” Fabricated 
and erected by 








WV. C. Tuomas has resigned his position as 
district superintendent of Magnolia Petroleum 
Company’s Lake Charles, La. district after serv- 
ing in this capacity since the Magnolia-Vacuum 
merger in 1932. He plans entering business for 
himself after an extended vacation. 


L. W. Korthals, executive of the Asiatic Petro- 
leum Company sailing from New York for South 
America on August 15. 


@ Cosmo-Sileo 


@) Cosmo-S 
Frank S. Campbell, official of the Lago Oil & 
Transport Company, with Mrs. Campbell and 
their daughter Dorothy as they sailed from New 
York for Aruba in the middle of August. 


@ Cosmo-Sileo 

Leon T. Booker, head of the legal department 

of the Standard Oil Company of Venezuela leav- 

ing New York on August 15th aboard the ss. 

Santa Rosa to return to his headquarters at 
Caracas, Venezuela. 


BRoverr Kuss, formerly with the drilling 
department of Mene Grande Oil Company, 


C. A. at San Tome, Venezuela, left Los Angeles 


on August 10 for Kuwait where he will relieve 
T. E. Patrick of Kuwait Oil Company. 


Benjamin Crebbs, 
son of Chester 
Crebbs, president 
of Mene Grande 
Oil Company, as 
he_ sailed from 
New York for 
Caracas on Aug- 
ust 15, Mr. and 
Mrs. Crebbs sail- 
ed from New 


©) Cosmo-Sileo 

J. M. Greer, counsel for Gulf Oil Corn., sailing 

from New York for South America with Mrs. 

Greer for a three months business trip starting 
on August 8. 


York a neonth . a. comme 
earlier. ee - a “~ 


a 


Max W. Thorn- 
burg, formerly 
vice president 
and director of 
Bahrien Petrole- 
um and Califor- 
nia - Texas Oil, 
has recently been 
appointed special 
assistant to the 
Secretary of State 
to advise on the 
international oil 
situation, Mr. 
Thornburg’s 
headquarters will 
be in the State 
Department at 
Washington. 
—E 








oll and 
m New 
gust. 





Cosmo-Sileo 





., sailing 
ith Mrs. The 1941 PETROLEUM REGISTER, up-to-date with 


starting 














all the information and data on every oil company 


‘throughout the world; — properties, operations, sub- 






sidiary and associate companies; financial and corpor- 






ate statements, managing personnel, etc.;—everything 






one wants in a Register of the Petroleum Industry. 











WORLD OIFL PRODUCTION 


Figures in U. S. barrels of 42 gal.—Conversion ratios used are weighted averages for individual countries 


U.S. BARRELS METRIC TONS 


July 



































July 
1941 July Jan.-July Jan.-July 1941 July Jan.-July Jan.-July 
Preliminary 1940 1941 1940 Preliminary 1940 1941 1940 
ee PPT er Cree 117,118,000 113,244,000 784,457,900 801,111,500 15,848,173 15,321,877 106,146,426 108,395,058 
EN 5 bho 'o. wd wreidd-aa-aice 22,600,000 21,870,000 153,750,000 139,968,000 3,100,000 3,000,000 21,100,000 19,200,000 
ne eee aaes 19,572,960 16,580,129 120,283,194 114,742,903 2,904,000 2,461,786 17,855,178 17,036,808 
Mk b0sGhG600eeenasaeebuseeke 6,596,084 6,664,504 45,439,368 45,791,675 847,546 884,058 5,969,399 6,074,398 
Netherlands India: Sumatra ... 3,500,000 3,456,624 23,595,000 23,750,362 448,142 440,479 3,018,852 3,031,560 
SN bi kcnevascnevedeic 1,240,000 1,106,080 7,810,400 7,599,919 158,771 141,608 999,904 973,070 
PE ttansitiantionanend 594,000 552,582 3,831,600 3,811,480 76,056 71,114 490,921 489,058 
Molucca and o‘her ...... 62,000 62,310 415,800 428,236 7,938 7,967 53,339 54,792 
PE wadetsectatebeaeades 3,442,750 3,812,557 22,040,617 26,226,400 470,000 516,957 3,111,594 3,556,122 
Wok nca undue anaes dase ws 2,975,000 2,945,000 20,697,000 23,192,787 436,875 432,452 3,039,222 3,329,153 
Mele ee cea siditmedeeukea ake 800,000 2,200,000 17,725,007 106,912 294,000 782,637 2,370,862 
SE een 2,118,981 1,956,000 15,595,890 295,534 1,773,218 2,175,155 
ED -icd0ekcadebeaennseees 1,800,000 1,684,000 11,358,566 253,164 1,733,473 1,597,423 
SR Soe da coset aa we usted 1,840,000 1,782,770 2, 11,657,565 260,683 1,788,107 1,660,620 
Sina Ldhial Gale bute n co deehe wie ase 1,147,000 1,110,000 7,257,000 7,813,284 151,319 957,918 1,033,425 
D+. ddiwundeeudabaelts soos 635,000 620,486 4,264,000 4,267,774 86,630 581,850 582,537 
PE c.Kbc0us bdeterderdteay ows 660,000 679,520 4,568,040 4,610,925 91,160 630,615 636,736 
DD <niesueedics davruaenedee 845,000 877,133 5,739,969 4,558,162 107,506 730,341 580,C60 
EE as ade sarnecs staan bind otn 465,000 487,940 3,248,313 3,352,634 61,023 65,038 432,328 447,088 
Great Germany: Old Reich .... 370,000 384,188 2,602,622 2,639,776 52,933 55,490 372,198 381,380 
Ee eee 58,000 61,194 405,759 420,500 8,656 9,703 60,379 66,782 
Slovakia & Moravia ..... 9,000 10,106 64,100 69,469 1,325 1,519 9,495 10,437 
PE 86260545654 d0406eRRaA Ee 310,000 331,421 2,171,400 2,277,235 41,779 44,454 304,530 
ee PE Lae eee te Fe 227,300 224,719 1,539,300 1,544,045 32,332 32,085 95 220,572 
ND iccevnxccncagagwts 194,515 191,611 1,312,371 1,316,624 26,867 26,443 181,267 181,763 
Pi adeiesetnwirwieaese es 130,669 207,700 896,310 1,435,006 20,774 27,382 121,712 189,186 
IE 3:5:4: 2d abode ew aG-oeu 520,000 478,243 3,333,700 2,967,181 70,941 64,785 453,141 415,500 
MIE csiidshcnssasesaanconie 112,000 112,282 760,000 771,503 14,009 14,446 96,821 99,289 
I labret sk crassa Scoiedieiein diosa cash 650,000 470,000 4,450,000 3,203,367 92,857 67,122 635,556 457,490 
Italian Empire: Albania ....... 115,000 223,432 815,000 835,252 17,241 18,500 122,155 125,000 
Pe Sa ee 3,800 4,400 27,164 36,950 472 540 3,380 4,570 
Dt tinbhicadenwnddektwebene 41,000 42,470 275,922 291,928 5,750 5,952 38,699 40,896 
 dittundon Mietencduennes 217,000 160,000 1,362,000 865,C00 29,206 21,525 183,647 116,355 
INN Sol coach ani nls asec de 10,600 8,556 71,106 60,484 1,308 1,231 9,357 7,261 
Other Countries ............... 49,500 49,383 336,700 339,414 7,071 7,223 48,021 48,542 
WORLD TOTAL ........ 191,029,559 184,541,340 1,272,183,128 1,286,636,767 26,134,953 25,234,329 174,042,777 175,893,478 
Official Crude Oil Production Figures from 1938 to 1940 
Daily Averages Total 
Bbl. Metric Tons Bbl. Metric Tons 
a. ee iit ee a ae er . : —e a “vw — 
Jan.-June Jan.-June Jan.-June Jan-July 
1941 1940 1941 1940 1940 1939 1938 1940 1939 1398 
Uhited States ............. 3,700,273 3,750,808 500,690 507,483 1,351,849,500 1,264,962,000  1,214,355,000 182,904,869 171,152,192 164,346,325 
lS rere 725,236 595,125 99,528 81,293 249,318,000 216,727,024 206,192,000 34,200,000 29,530,168 28,859,C00 
IE SAGisnscotadcucs 567,373 538,699 84,222 79,985 184,761,241 205,783,650 188,429,050 27,432,998 30,533,706 27,845,286 
i stheedéueinetcancaess 214,337 214,984 28,158 28,518 79,151,675 78,151,332 78,320,840 10,443,546 10,367,117 10,358,495 
Netherlands India: Sumatra 111,297 111,504 14,240 14,209 40,586,986 41,557,013 34,538,128 5,172,209 5,320,320 4,662,836 
EE Cccendiuebiaseee 36,841 35,680 4,716 4,568 12,987,599 13,125,425 12,812,383 1,662,718 1,680,377 1,719,783 
NN ine ka nen iene cad 18,073 17,922 4,316 2,296 6,514,462 6,568,714 6,955,283 836,982 842,237 933,595 
Molucca and Other .... 1,961 2,010 251 257 731,746 836,144 607,622 93,569 107,047 81,560 
DEL ‘ainbvisdukésncnee 103,965 126,246 14,677 17,508 42,524,988 46,020,000 48,366,000 5,766,099 6,240,000 6,603,000 
DGD. cheouescwssbaedees 97,627 108,886 14,366 15,629 40,314,787 39,428,141 38,505,824 5,843,395 5,794,035 5,716,423 
ME tbbeatiud ou ecneadcued 27,830 85,302 3,691 11,411 24,225,007 30,791,132 32,404,000 3,238,878 4,115,845 4,345,000 
CREE. -bededsdsevesicess 64,075 74,555 8,364 10,398 25,592,890 23,857,000 21,581,588 3,569,434 3,327,336 3,007,935 
DT HSubccsendagndeaeees 58,137 52,734 8,177 7,416 20,218,566 19,270,256 17,736,176 2,842,918 2,710,515 2,472,943 
PED ik. v vwndccwscdacece 59,257 55,820 8,435 8,059 20,616,928 18,738,003 17,076,237 2,936,880 2,657,232 2,432,857 
Nh betebsseedsedansdwden 34,231 36,886 4,518 4,880 12,985,284 13,587,906 15,908,279 1,716,195 1,798,557 2,099,885 
ee ye re 20,094 20,040 2,744 2,735 7,095,370 7,588,554 8,297,998 968,502 1,045,391 1,130,734 
 acGvikweuwrceeesscs 21,547 21,920 2,974 3,017 7,730,901 7,872,981 7,499,498 1,067,895 1,087,424 3,039,960 
DD (KtidcuKeteteenecess 27,075 20,225 3,445 2,573 8,718,053 7,837,503 6,965,457 1,109,440 997,487 879,921 
MEE Détewisdivesubiweesx 15,322 15,740 2,040 2,099 5,729,374 5,767,227 5,387,214 764,006 768,320 707,123 
Great Germany: Old Reich 12,276 12,393 1,755 1,790 4,543,954 4,487,491 3,850,044 653,590 647,337 552,074 
MEE sbcccsesae ea 1,914 1,974 285 313 718,494 693,247 370,038 114,045 109,904 63,468 
Slovakia and Moravia . 302 326 45 49 118,775 119,380 132,005 17,836 18,103 19,282 
| Rey eye eerte 10,241 10,691 1,380 1,434 3,891,456 3,898,044 3,828,438 520,984 522,874 504,678 
PD. cctnecens send cescedee 7,260 7,249 1,032 1,035 2,638,644 2,652,930 2,511,184 376,657 379,161 356,328 
PE ED Siw eenedecneses 6,190 6,181 855 853 2,249,835 2,332,467 2,330,209 310,596 322,160 $22,125 
PEE caceccsesaceansence 4,228 6,737 574 888 2,349,015 2,312,118 2,257,278 309,686 306,824 319,877 
ee 15,725 14,339 2,137 1,950 5,364,610 3,933,904 495,135 726,785 536,366 66,683 
Sarawak ...........ese000- 3,589 3,622 457 466 1,317,185 1,329,645 1,624,882 168,475 171,322 200,126 
DE sits sabedubadseaeces 20,990 14,061 2,998 1,912 6,053,367 4,603,797 1,561,231 864,514 657,570 223,058 
{talian Empire: Albania .... 3,844 3,911 576 583 1,497,124 1,393,727 437,597 224,199 208,27 65,313 
ME SS ebeseccsaceece 128 248 16 28 57,350 91,330 106,083 7,110 11,346 13,178 
BED wnbcdétocccsdsccence 1,301 1,370 182 192 496,420 500,815 516,240 69,578 70,478 72,106 
BEY oc vcccvcecccscceses 6,415 2,611 866 350 1,755,000 815,248 330,829 236,025 109,896 42,798 
DEN. ¢cbatevvennsvoreeee 335 276 44 32 110,484 100,885 106,620 14,249 11,998 13,262 
Other Countries ........... 1,588 1,593 226 227 579,997 578,036 243,000 82,779 82,300 34,080 
WEED BOER cccccccsces 599,920 5,972,253 820,956 816,448 2,175,395,067  2,078,313,069  1,982,639,390 297,267,641 284,241,224 279,111,097 


Detailed monthly reports were published in February, 1941 issue. 
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MADE IN SEVEN GENERAL TYPES TO MEET ALL 


CONDITIONS 


TYPE “O”—for drilling ordinary surface formations 
TYPE “OS”—for drilling shale and medium sand rock 
TYPE “C”—for drilling hard and abrasive formations 
TYPE “CF”—for drilling extremely hard formations 
TYPE “CO”—for drilling abrasive limes and shales 
TYPE “OSS”—for drilling soft, sticky formations 
TYPE “OW”—for drilling in medium hard shale 


MAGNOLIA AV¥/NUE « WHITTIER. CABIFORNIA 


BRANCH WAREHOUSES 
PETROLEUM SERVICE CO.. SANTA MARIA. CALIF. * VALLEY WAREHOUSE, BAKERSFIELD. CALIF. * B & G SERVICE CO., AVENAL. CALIF. 


THEY PAY THEIR FREIGHT WITH 





C207 HOLE! 


CRUM-BRAINARD ROLLER BITS 
Drill Straighter In All Formations 
Cut Drilling Time With Faster Hole 
Drill More Actual Footage Per Bit 


Give All-Around Best Bit Performance! 


For complete details, consult your 1941 Com- at Y A 
posite Catalog—or write for Descriptive Folder S 
Roy: 
BUY YOUR BITS ON PERFORMANCE! 
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MIDCO BRILER 


MIDCO BAILER CO., INC. 


I SSS i ee 2 Ao oe T 
OKLAHOMA CITY OKLAHOMA U.S.A. 
EXPORT REPRESENTATIVE 


ACME WELL SUPPLY COMPANY 
19 RECTOR STREET — NEW YORK CITY 


TANKER POOL 


(Continued from page 43) 


charge.” They will be expected to “‘arrange for the exchange or loa 
of products among themselves whenever and to whatever extent may be 
Util 7 a- 


tion of available tankers is also contemplated to haul petroleum fron 


necessary to facilitate the reduction of tanker tonnage required. 


points of supply nearest the markets to be served and in such a manne 
as to “avoid multiple port loading and discharging, cross hauling an 
unnecessary ballast voyages.” 


The State Department and American missions in various American Repub 
lics will be consulted from time to time by the Supply Committee and th. 
interested companies affecting matters of policy and relations between the 
United States and Latin American governments. Activities of the Suppl 
Committee and the interested companies shall further be coordinated unde 
the Davies plan with the policies of the Tanker Control Board. 


As an additional step in dealing directly with the tanker tonnage shortage 
as it affects the Caribbean area, several interested companies including 
Asiatic, Jersey Standard, Texas and Trinidad Leaseholds have been asked 
to discontinue all movements from continental U. S. to all islands except 
Cuba. As pointed out by Petroleum Coordinator Ickes, 19 days are ordi- 
narily required for a tanker to carry petroleum from Gulf ports to most 
of the Caribbean islands and return, while the round trip from Aruba and 
Curacao to Puerto Rico for example is approximately 8.6 days. 


It is believed that the saving in tanker space thus accomplished will mor 
than overcome the difficulty which will arise in serving Puerto Rico fron 
the foreign ports of Aruba and Curacao. The customs duty on gasolin 
a 


is 24 cents per gallon while the reduction in cost as laid down in Puert 


Rico by the short haul would be only /% 


cent a gallon. Puerto Rico, how 
ever, has a seven cent tax and if this were reduced by two cents, it ha 
been pointed out in Washington, the retail price need not be changed 














PATTERSON-BALLAGH PROTECTORS 


used in | 
World’s deepest electrically-drilled well’ 


Another World's record—Honolulu Oil Corporation completes deepest electrically - 
drilled well in Buena Vista Hills, Calif., to record depth of 14,622 feet. Patterson 
Ballagh 412” Protectors were used in 12,000 feet of the hole. After a year of | 
continuous operation these Protectors are good for months more of service. The | 
Patterson-Ballagh Wire Line Guide was also used. See Composite Catalog. 


PATTERSON-BALLAGH CORPORATION 
New York Cit 
PIPE G ROD WIPERS 


— 


Houston 
PROTECTORS ° 


Los Angeles 
WIRE LINE GUIDES ° 
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REFLEX AND THRU’ VISION 
LEVEL INDICATORS ... 


The Reflex Level Indicator illustrated is of forged steel construction 
throughout, with stainless steel trim. 

Among its special features are : 

Rigid box-shaped Forged Steel Gauge Body. 

Reflex Gauge fitted with one row of tightening bolts only. 

Separate Glasses easily removable. 

Automatic safety shut-off balls at top and bottom. 

Easily detachable stuffing-box heads for removing gauge as a complete 
unit. 

Gauge can be turned to face any direction. 

Klinger patent ** SLEEVED-PACKED ” shut-off and drain cocks. 


Richard Klinger Ltd., are specialists in all types of LEVEL GAUGES including 
Double Plate (Thru-Vision) Type, Steam Heated Gauges and the Hubbard 
Patent Gauge for LIQUEFIED GASES (Butane, Propane, etc.). 


SLEEVE PACKED COCKS 


Easily renewable compressed asbestos packing sleeve. 

Packing can be re-tightened while in service. 

Parallel plug that cannot jam or seize. 

Standard forged steel cocks with stainless steel trim suitable 
for pressure up to 1,200 Ibs. per square inch. 

Special cocks available for 6,000 Ibs. per square inch 
pressure. 

Working Temperatures up to 850°F. 

Unobstructed straight-through flow. Especially suitable for 
instrument connections and drains. 

Available as water gauge cocks, test cocks, superheater 
drains, air cocks, etc., etc. 


PISTON TYPE VALVES 


No seats to skim up. 

No valves to re-grind. 

No glands to re-pack. 

Tightness maintained by easily renewable “* Klingerit” 
valve rings. 

Made in gunmetal for pressures up to 250 Ibs. per square 
inch and in forged steel for pressures up to 1,200 Ibs. 
per square inch. 





Please write for Catalogue to : 








RICHARD KLINGER LTD. - “ KLINGERIT” WORKS - SIDCUP - KENT - ENGLAND 
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Time, Toil, Temper 
and PROFITS 


with Acme's New 
"“Wonder-Tool''—the 


Not what + S$ but whot ; 
DOES for the Rotary Dr r 
the pay-off 

sensational the 

shows. Yes t does 

promised 


In Sticky Formations 
Colle revent 


In Any Formation t assures 
faster cutting onger 

fewer green bits 

hole and less dr pipe t 

6 Hi-velocity fluid 

keep cutters clean 

cuttings off bottom 

cutting faster and freer 
lubricate and keep fresh 
tings out of bit bearings 


Order through your 

Store. If not in stock 

and let us tell you ALL about 
this Modern Marvel Too 


Get Full Porticulars—TODAY! 
= 


Acme Fishing Tool Co. 
Parkersburg W.Va. 
Export Office: » 
19 Rector St. 4 


N. Y. City y / 
U.S. A. ass 


"The World's \\ | 
Standard of LS. 
Quality Since 1900’ 


Brazil’s Petroleum Council Chief Reappointed 


Generar Jutio Caetano Horta Barposa 
has been reappointed president of Brazil’s Na- 
tional Petroleum Council, a post which he has 
occupied ever since that organ was created by 
decree-law in 1938. 


The National Petroleum Council, composed of 
its president and eight councilors, is an autono- 
mous body directly responsible to the Chief of 
State. All matters relevant to the nation’s supply 
of petroleum come under the Council's authority, 
which embraces both consultative and executive 
powers. This organization suggests to the gov- 
ernment measures relating to production, mar- 
keting, distribution, consumption, and mainte- 
nance of stocks of petroleum and its products. It 
grants permission for the importation of crudes 
and derivatives. It is empowered to build pipe- 
lines and to set up refineries for handling crudes 
of both foreign and national production. It is 
responsible for the execution of the federal gov- 
ernment’s petroleum explorations, such as the 
wildcat drilling at present being carried out near 
the capital of Bahia and in the Maceio District 
of the State of Alagoas, as well as geological and 
geophysical prospecting in progress over wider 
areas in these states. 


General Horta Barbosa, whose rank in the Bra- 


zilian Army is that of Major General, devotes 
his whole time to his duties as President of the 
National Petroleum Council. His army career 
afforded him a background of experience highly 
valuable in his present work. A native of the 
State of Rio de Janeiro, where he was born in 
1881, he entered the military academy at the 
age of eighteen. After finishing as a military 
engineer, he served for ten years on the famous 
Commission of Telegraphic and Strategical Lines 
from Matto Grosso to Amazonas, headed by 
General Rondon. During that time he was in 
charge of services for exploring and mapping un- 
known regions in the States of Amazonas, Para, 
Goyaz, and Matto Grosso, and for determining 
the geographical coordinates of the telegraph sta- 
tions established by the commission, work which 
took him over thousands of kilometers of Brazil’s 
virgin territory. For long periods he acted as 
chief of the London Commission, and on one of 
these occasions had to pacify the fierce Nhambi- 
quara Indians, in the Far West of Brazil. 


Later, when Chief Engineer of the North of 
Brazil Railway, through the wastelands and 
swamps along the Tocantins River, his services 
were declared by the government to be of “ex- 
Afterwards Chief of the 
Engineering Service of the Military Region of 


traordinary value’. 











For a lightweight 
construction use 
insulating 
refractories 











NEW STYLE BIGELOW WALLS 
FOR OIL STILLS AND HEATERS 


Each refractory block is independently supported 
and joints are staggered to ensure against leakage. 





MANY OF THE LARGEST STILLS AND HEATERS EVER BUILT 
ARE EQUIPPED WITH BIGELOW WALLS 





The Unit System of Fabricated Furnace Walls is 
cheaper and easier to build than the Panel System. 





LIPTAK FURNACE ARCHES LTD., 


68, Victoria Street, London, S.W.I. England—Phone : VIC 72812 
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General Horta Barbosa, president of Brazil’s petroleum council. 


Bahia, he became Commander of the Ist Railway 
Battalion. Then, although nominated to the 
Staff of the Brazilian Army, he was again placed 
in command of the Ist Railway Battalion, for 
the construction of about 400 kilometers of rail- 
road in Rio Grande do Sul, from Cruz Alta to 
Girua, from Basilio to Jaguarno and from 
Jaguari to Santiago and Sao Borja. 


Among other military appointments, General 
Horta Barbosa, as Director of Army Engineer- 
ing, reorganized this important branch of the 
army, carrying out military projects of great im- 
portance, including the establishment of modern 
factories for war materials. 


As an Assistant Commander-in-Chief of the 





EDGAR J. KATES 


(Formerly 
Chief Engineer 
of De La Vergne) 


PIPE LINE PUMPING 


415 Lexington Ave. 





DIESEL CONSULTING ENGINEER 


ELECTRIC GENERATION 


New York, N. Y. 


BRITISH MADE 














SEPTEMBER, 1941 


Winder House, Douglas Street, London, S.W.!. England 


Brazilian Army, General Horta Barbosa has a 
brilliant record. He has been wounded in active 
service for his country, and is a Commander of 
the Order of Military Merit. 


In recognition of his remarkable knowledge of 
the Brazilian hinterland, its problems and poten- 
tialities, the Federal Supreme Court of Brazil | 
appointed him to the Commission for Limitation | 
of the Matto Grosso-Amazonas Boundary, while 

President Vargas has assigned him to the Siderur- 

gical Commission. 


Outside the army, General Horta Barbosa is held 
in the same esteem. A man of quiet reserve, his 
punctilious efficiency and conscientious self-appli- 
cation to his work as head of the Petroleum 
Council mark him as one of Brazil’s outstanding 


contemporary figures. 


Brazil Drills More Wells 


Exprorarory drilling is continuing ia Brazil 
under direction of the National Petroleum Coun- 
cil, Six strings are in operation, three using 
Diesel powered rigs and three steam power. Two 
wells are being drilled near Maceio and fou 
in Bahia where the first wildcats were put down. 
Up to the present time some fifteen to eighteen 
wells have been drilled including those now 





ANY 
AvoMETEE 


A ELECTRICAL MEASURING INSTRUMENT 


SELF-CONTAINED — combination 
A.C./D.C. meter of B.S Ist Grade ac 
curacy, the Model 40 Universal Avo 
Meter provides for an exceptionally wide 
range of measurements. Every essential 
electrical test on the bench, or out on a 
job can be carried out simply, speedily 
and with unfailing accuracy. An auto- 
matic protective cut-out is incorporated 
in place of the conventional replaceable 
fuse. 

ONE INSTRUMENT measures — 


CURRENT A.C. 6m/A. to 12 amps. (in 8 ranges): 
D.C. 6m/A. to 12 amps. (in 8 ranges): 


A.C. 6 volts to 1,200 volts (in 8 ranges): 
D.C. 60m/V to 1,200 volts (in 12 ranges): 


VOLTAGE 
RESISTANCE 0 to | megohm (in 4 ranges), reading down 
t 


0 0.1 ohm 


In «spite of greatly increased production, 
most of our output of “AVO™ Instruments 
is being taken by the Services. Delay in 
delivery of Trade Orders is consequently 
inevitable, but we shall continue to do our 
best to fulfill your requirements as 
promptly as possible. 


Write for fully descriptive literature 
and current prices 


Sole Proprietors and Manufacturers :— 


THE AUTOMATIC COIL WINDER & ELECTRICAL EQUIPMENT CO. LTD. 


Phone ViCtoria 3404-7 





109 











110 


Argentine, Paraguay, Uruguay: J. B. Ertola, Calle Bartolome Mitre 544, Buenos Aires 
Chile, Peru, Bolivia, Ecuador: A. Dodson. Casilla 2130, Santiago. 


Right .... because it’s 
detailed right 


Every fabricating order for the Plate and Welding Division 
of General American Transportation Corporation (formerly 
a division of Petroleum Iron Works Co.), goes first to the 
Engineering Department—for expert detailing based on 
nearly a half century of experience. Then veteran steel- 
men build your Pressure Vessels, Tanks, Stacks, Shells, 
exactly to meet your needs. You share in the Sharon 
tradition of excellence when you 
see us for steel plate equipment. 























- “Fluid Fusion” Welded Vessels 
Are Now Made Exclusively By 


PLATE AND WELDING DIVISION 
GENERAL AMERICAN 
’ TRANSPORTATION CORP. 


Successor to Plate & Welding Div., 
Petroleum Iron Works Co. (P. I. W.) 


Plant at Sharon, Pa. 
Offices in All Principal Cities 


under way. Small shallow production was de- 
veloped in several of these, but no field of com- 
mercial importance has been discovered as yet. 
Geophysical prospecting is being carried forward 
on an extensive scale. 


Brazilian Refineries Buy Ganso 
Azul Crude 


Gawnso Azut PerroLeum Company which 
holds a concession in the Department of Loreta 
in eastern Peru on which it has several producing 
wells has entered into a contract with Brazilian 
interests for the sale of a substantial part of its 
production. The agreement calls for the delivers 
of approximately 5,000,000 bbl. of oil over a 
period of years and calls for the construction of 
a 50-mile pipe line from the field to a point on 
the Ucayali River. There the oil will be trans- 
ferred to seagoing barges for shipment down the 
Amazon and through the Atlantic to refineries 
on the south coast of Brazil. 


In addition to its pipe line the company contem- 
plates the building of a topping plant of 500 
bbl. daily capacity to turn out products for dis- 
tribution along the Amazon and its tributaries. 

















KEIRESENTATIVES IN SOUTH AMERICA. 
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VALVES 


for the oil industry cover a wide range of 
specialized productions. Gate, Stop and Check 
Valves for high pressures and temperatures 
steam, oil and gas, and for general purposes. 
Also Newman-Milliken Glandless Lubricated 
Plug Valves for Christmas Trees, Mud Lines and 
all oil field services. Working pressures to 
3,000 lbs. per square inch (tested to 6,000 lbs. 
per square inch Kerosene). Made in various 
metals to suit particular services. 


Newman, Hender & Co. Ltd 
Rececris Nf ENCLAND 











Brazil (South): Cia. Touzeau, S/A AV. Brigo Luiz Antonio 1725, Sao Paulo; also at Rio de Janeiro 
Brazil (North): A. A, Sobrinho & Cia, Trav. Campos Salles 91-1° Para. 
Colombia: Dr. Bernhard Mendel, Apartado 18-70, Bogota. 


WORLD PETROLEUM 











2 a ° — = 
a . — ttr~\ Ss 
~ nal x : 


wt , egy ~ aa 
7 ee 
4 te, Oe . s 
ee ae 


CHEMICO PLANTS are PROFITABLE INVESTMENTS 











NEIGHBORLY RELATIONS 


(Continued from page 48) 


ment of a people. Most Latin-American coun- 
tries are in need of this and similar information. 
It yet may prove to be the most valuable com- 
modity the United States has to export to them; 


and it can be had for the asking. 


Today many of the industry’s extra-curricular 
activities such as housing, hospital and clinic 
work, education and so forth have become legal 
requirements. But this legislation was enacted 
only after some of the companies had led the 
way voluntarily in establishing better standards 
of living and working. After these companies 
had demonstrated the general benefit of their 
programs the government came along and re- 
quired all others to follow the same practices. 
Also, many of the industry’s public works are 
in their own as well as the public interest. But 
this should detract neither from their usefulness 
to the whole public nor from the high purpose 
of the industry’s cooperation. Good citizens, 
whether individuals or corporate bodies, find the 
line almost imperceptible between private and 
public good in such cases. Instead of following 
the carpet-bagger practice of jumping in, skim- 
ming the cream in the shortest time, running out 


and leaving hatreds behind, the Venezuelan oil 
industry has tried sincerely to build itself into 
the life of the country. Through its fair dealing 
and probity it has made itself indispensable to 
the people of the country. 


That this is the case is manifest in many ways 
other than in a stable, financially sound govern- 
ment which receives forty per cent of its revenues 
from the 
social and economic conditions is everywhere 


industry. Improvement in general 
evident. One sees it in the number of automo- 
biles (almost wholly of U. S. make) which are 
driven by the workingmen of Venezuela. The 
United States and Venezuela are the only two 
countries in the world whose workingmen gen- 
erally can afford to own and drive automobiles. 
Thus another advantage grows out of the co- 
operative attitude of the collaboration: the crea- 
tion of the desire to possess together with the 
capacity to buy. 


These are fundamental factors in international 
trade. Permanent foreign markets can be created 
for United States goods only through the crea- 
tion of new wealth abroad through either the 


development of natural resources or processing 
of the foreign country’s products. This proce- 
dure, which furnishes work, wages, royalties, 
taxes and other returns, can be successful only 
in countries where governments are stable and 
fair, and where representatives of United States 
capital are honorable and fair. 


In 1938, according to the United States De- 
partment of Commerce figures, the eleven mil- 
lion people of Canada, a country with a stable 
government and a record of never having re- 
sorted to confiscatory taxation or expropriation 
of foreign owned enterprises, purchased 15.1% 
In 1938 the 122 


million people in Latin America, where in some 


of all U. S. exported goods. 


countries legislation regarding foreign capital 
has been capricious, purchased only 18.3% of all 
U. S. exports. 


More than $2,000,000,000 of United States’ 
capital has been invested in Canadian enter- 
prises. Because Canada always has treated it 
fairly and justly capital digs in for a lifetime of 
operation. Because it is to be there a long time 
it adjusts itself to its makes 


friends, operates legally and becomes a part of 


surroundings, 


the community. (True, it has fewer problems 








BUILDING PIPE LINE PUMPS 








HAYWARD-TYLER & CO. LTD., 
SHELL-MEX HOUSE, LONDON, W.C.2. 


at the works of 


Telephone: Temple Bar 6567 












Duty of H-T Duplex Pump illus- 
trated below: 16,500 gallons of oil 
per hour, against pipe line pressure 
of 855 Ibs. per sq. in. 
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«SPECIFIC JOBS..- 


T BE CONSERVED 


gh Cualy BUILT TO DO 


CONSERVES RUBBER” 








Rubber’s big part in America’s defense progra™ calls (Barge Loading, Sea Loading, Steam, Rotary, Mud Suc- 
for its conservation in peacetime commodities. tion, etc-) designed for specific jobs. This applies also to 
Makeshift hose OF pelt hook-ups, OF inferior quality the new U-S. Amazon V-Belts --- and to U.S. Packings! 
mechanical rubber goods, call for too frequent replace- Operating conditions determine our specific recom: 
ments . . - waste rubber as well as the yser’s money- mendations of all U.S. Rubber products—and where 
Hose and belting of toP quality last longet, avoi conditions vary our recommendations conform . - - © 
ceplacements.-.conseny™ rubber. Use of the right hose OF give users maximum service pet dollar expe? ed..- 
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PETROLEUM 
INDUSTRY 


Shipment of a consignment of over 600 tons of Oil Refinery Plant from our Works 


WELDED PRESSURE EQUIPMENT 


DISTILLATION PLANTS : STABILISERS, STRIPPERS 
BAROMETRIC CONDENSERS : Vacuum ToOwWERs 


EVAPORATORS FRACTIONATING COLUMNS 























OilLZ 
—DISTRIBUTION 


The Great Western Railway Company’s South Wales Docks at CARDIFF, 
SWANSEA, NEWPORT, BARRY, PORT TALBOT and PENARTH (Harbour) 
are excellent terminals for oil 
distribution. 
SWANSEA DOCKS is one of the greatest 
oil ports in Great Britain. 
Important oil depots have also been estab- 
lished at CARDIFF and at PENARTH 
(Harbour). 


SITES FOR NEW DEPOTS 
ARE AVAILABLE 


For information apply to the respective 
Dock Managers or to :— 


W. J. THOMAS, 
Chief Docks Manager, 
Great Western Railway, 


CARDIFF 
Paddington Stn., London, W.2. 





r 





OIL TANKERS AT SWANSEA DOCKS 
JAMES MILNE, Genera! Manager, 
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of adjustment in Canada than it does in Latin 
America for in Canada the people’s origins, laws 
and habits are similar to ours; the language is 
the same; transportation facilities are swift and 
adequate.) Accordingly there are practically no 
instances in Canada where United States capi- 
tal rushes in, grabs quick profits and rushes out 
as some of our capitalistic carpet-baggers have 
done in Latin America. 


The Venezuelan oil industry relationship does 
not differ materially from that which exists be 
tween the Canadian government and United 
States capital. The record in Venezuela indi- 
cates that the oil industry’s leaders there possess 
qualities of economic statesmanship. What they 
have done is borne out by a passage from a con- 
fidential memorandum which was prepared by 
one of the companies operating there and sent 
to all of its officials. The passage is as follows: 


“We want to clarify, strengthen and ad- 
vance the company’s policy which rests 
upon the belief that the productive capi- 
tal invested in a country is among the 
most valuable assets of the people of that 
country, more important than to the 
mere owners of it, for the chief benefits 
of productive capital are social.”’ 


The enlightened economic statesmanship _ re- 
vealed therein, when matched with the admirably 
fair and just record of the Venezuelan govern- 
ment is certain to create a record worthy of 
emulation. 


Judging by this collaburation of government 
and industry and judging by the glorious part 
Venezuela once played under the unmatched 
Bolivar in the cause of independence it seems 
highly probable that Venezuela’s Adriani was 
wearing the prophet’s mantle when in 1936 he 


said: 


“There always has been a conviction in 
Venezuela that we are going to do some- 
thing great. Having once played a mighty 
role in history, our people hold in their 
heart of hearts a presentiment that they 
will do great things in the future.” 


By their forebearance, by their strict adherence 
to the principles of common justice and by their 
wisdom in understanding that greed enriches no 
one; by their ability to keep their promises when 
peoples about them everywhere are undermining 
civilization by not doing so, it is self-evident 
that the people of Venezuela now are doing 
something great in history. 


A little over a century ago her leaders, at eno! 
mous sacrifice, led the way and gained politica 
independence for much of South America. B: 
their cooperation and collaboration with foreig: 
capital it is possible that her leaders today ar 
pointing the way for the economic independence 
of the whole of South America. 
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RELACIONES AMISTOSAS 


(Continue de la pagina 49) 
para establecer mejores normas de vida y trabajo. 
Una vez que tales compafiias demostraron el 
beneficio general de su programa, se presento el 
vobierno y exigid a todos los otros que siguieran 
la misma practica. 


\simismo, muchas de las obras publicas de la 
‘industria, son tanto para su beneficio propio como 
para el interés publico. Pero esto no debe dis- 
minuir nada de su utilidad para todo el publico ni 
lel alto propdsito de cooperacion que anima a la 
ndustria. Los buenos ciudadanos ya sean indivi- 
duos 0 corporaciones, encuentran que la linea de 
separacion es casi imperceptible para distinguir 
entre el bienestar publico y el privado en tales 
casos. En vez de seguir la practica acaparadora 
de llegar, y sustraer la crema en el menor tiempo 
posible, y alejarse después rapidamente dejando 
odios atras, la industria petrolera venezolana ha 
procurado sinceramente incorporarse a la vida 
del pais. Debido a su justo comportamiento y 
probidad, se ha hecho indispensable a la gente 
de ese pais. 


Que este es el caso se ve en muchas otras formas, 
fuera de la de un gobierno estable y financiera- 
mente solvente que recibe un cuarenta por ciento 
de las rentas de la industria. En todas partes se 
ve claramente una mejoria en las condiciones 
sociales y econémicas en general. Uno lo puede 
ver en el numero de automoviles (casi todos de 
manufactura americana) que manejan los traba- 
jadores venezolanos. Los Estados Unidos y 
Venezuela son los dos unicos paises del mundo 
cuyos trabajadores pueden tener y manejar auto- 
moviles. Asi crece una nueva ventaja proveniente 
de esta actitud cooperativa de colaboracion: la 
creacion del deseo de poseer junto con la capaci- 
dad de comprar. 


Estos son los factores fundamentales en el co- 
mercio internacional. Solamente mediante la 
creacion de nueva riqueza en el exterior, ya sea 
por el desarrollo de riquezas naturales o la elabo- 
racion de los productos del pais extranjero, 
pueden los Estados Unidos crearse nuevos merca- 
dos extranjeros. Este procedimiento que sumi- 
nistra trabajo, jornales, salarios, regalias, impues- 
tos y otras entradas, puede tener éxito solamente 
en paises cuyos gobiernos sean estables y equitati- 
os, y en donde los representantes del capital de 
los Estados Unidos sean honorables y correctos. 


n 1938, de acuerdo con las cifras del Departa- 
mento de Comercio de los Estados Unidos, los 
once millones de habitantes del Canada, pais que 
tene un gobierno estable y el record de no 

aberse valido nunca de impuestos confiscatorios 

) expropriacion de empresas de capital extran- 
ero, compraron 15.1% de todas las mercancias 
‘xportadas por los Estados Unidos. En 1928, los 
122 millones de habitantes de la América Latina, 
‘n donde algunos paises la legislacion sobre capi- 


tal extranjero ha sido un poco caprichosa, com- 


SEPTEMBER, 1941 


SPECIAL RESEARCH PROBLEMS 
REQUIRE SPECIAL EQUIPMENT 


Complex drilling problems incidental to modern deep 
drilling are studied by Baroid engineers with the aid of 
equipment especially designed to analyze or reproduce 
conditi encountered or anticipated in the field. 

While standard equip t and standard thods give 
valuable results, new equipment is constantly being designed 
and built in Baroid laboratories in a continuous effort to 
obtain greater information, provide new products, and 
improve existing materials and methods. 

This apparatus represents the comprehension in the 
laboratory of the mud probl encountered in the field. 

Operators everywhere benefit from this painstaking 
laboratory procedure in that Baroid field engineers are kept 
abreast of the latest developments in mud technology and 
that Baroid products are constantly being improved to make 
for safer, faster, and more economical drilling. 


BAROID SALES DIVISION 
NATIONAL LEAD COMPANY 
BAROID SALES OFFICES: HOUSTON > LOS ANGELES TULSA 














ONE OF MANY STEPS IN CLAY RESEARCH 





STORAGE 
TANKS 


any capacity 


for OIL, PETROL, ETC. 
ARC WELDED 


We are experts in the designing, manu- 
facture and erection of Welded Tanks. 


COMPLETE INSTALLATIONS 








Send us ieee Enquiries 





Oxley Engineering Co. Ltd. 


HUNSLET LEEDS, 10 ENGLAND 
Telephone LEEDS 274689 Telegrams: OXBROS LEEDS 


LONDON OFFICE: Winchester House, OldBroad Street, E.C.2 
Telephone: LONDON WALL 3731 








POLLOCKS 


3 LLOYDS AVENUE 
LONDON - ENGLAND 
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BUILDERS OF OIL CARRYING 
CRAFT UP TO 400 TONS D.W. 


SHIPBUILDERS 
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Link-Belt Rotary Chain 
Assures Long-Life, Low Cost 


PERFORMANCE 


® Link-Belt’s line of oil country rotary chains offers the operator 
a chain for every drilling service, regardless of depth or load... 
50,000 to 230,000 pounds ultimate strength; 3,000 to 15,000-foot 
drilling. The wide margin of preference among key men in fhe 
industry for Link-Belt chains is the result of smooth running, 
trouble-free performance through so many years of service ...a 
tribute to Link-Belt’s pioneering of chains for the oil industry. 


Left: API-3 Red- 
Hed 


Chain. 50,00C 
Ibs. ult. strength. 


Right: API - 4 
Red - Hed Rotary 
Chain. 112,000 
Ibs. ult. strength. 





Right: $3 - 124 
(API - 4) Rotary 
Chain. 60.000 
ibs. ult. strength. 


Left: SS-40 Hy- 
per (API-3) Ro- 
tary Caain. 75,- 
000 tbs. uit. 
strength. 





Left: API-4 Super 
Hyper Precision 


Rot 5 
175,000 Ibs. ult. 
strength. 


Right: SS - (24 





Left: SS-124 Self- 
Lubricating Three- 
Bar Hyper (API- 





strength. 


Right: SS - 3125 
Hyper - Double 
Rotary Chain 
Ans-a)- 230.- 





strength. 





Link-Belt Oil Country Products include: Rotary Drilling Chains, 
Mud Screens, Silverlink Roller Chain Drives, Silverstreak Silent 
Chain Drives, Enclosed Gear Drives, Flexible Couplings, Clutches, 
Sprockets, Friction Fighter Roller Bearing Units—mounted and 
unmounted, Shovels—Cranes—Draglines, etc. 


LINK-BELT COMPANY 


Indianapolis — Houston — Los Angeles — Dallas — Toronto 
Distributors in all fields 
Export Offices: 2680 Woolworth Bldg., New York. N. Y. 
Cable and Radio Address: ‘“LINKBELT” 8063-B 


LINK-BELT CHAINS 








THE CHOICE OF EXPERIENCED DRILLERS 














praron solamente el 18.3% de las exportaciones 
de los Estados Unidos. 


Mas de $2,000,000.000 de capital americano se 
ha invertido en empresas canadienses. El capital 
se dirige al Canada en busca de una ocupacion 
uso vitalicis porque ese pais lo ha _ tratado 
siempre correctamente. Como tiene que quedarse 
alla por un largo tiempo, se ajusta al medio 
ambiente, hace amigos, funciona legalmente y 
viene a ser parte de la comunidad. Es cierto que 
hay menos problemas de ajustamiento en el 
Canada que en América Latina, porque en el 
Canada el origen de los pueblos, las leyes y las 
costumbres son semejantes a las nuestras; el 
idioma es el mismo; las facilidades de transporte 
son rapidas y adecuadas. Por consiguiente prac- 
ticamente no se ven casos en el Canada en que 
se precipita el capital de los Estados Unidos, 
agarra ganancias rapidas y se retira apresurada- 
mente como han hecho algunos capitalistas acapa- 
radores americanos en la América Latina. 


Las relaciones de la industria petrolera venezo- 
lana no se diferencian materialmente de las que 
existen entre el gobierno del Canada y el capital 
de los Estados Unidos. La historia de Venezuela 
indica que los lideres de la industria petrolera 
alla poseen cualidades de habiles economistas. Lo 
que ellos han logrado puede verse en un pasaje 
tomado de un memorandum confidencial que fue 
preparado por una de las compafiias que funcio- 
nan en ese pais para enviarlo a todos sus oficiales. 
El extracto dice lo siguiente: 


“Queremos aclarar, fortalecer y adelantar la 
politica de la compafiia, la cual se apoya en la 
creencia de que el capital productivo invertido en 
un pais es una de las partes mas importantes del 
activo del pueblo de ese pais, mas importante que 
los solos duefios del mismo, puesto que los princi- 
pales beneficios de un capital productivo son 
sociales’. 

Esta inteligente declaracién econédmica que se 
revela en el extracto anterior, unida a la historia 
de admirable justicia y equidad del gobierno 
venezolano, tiene que crear algo muy digno de 
estimulo. 

Juzgando por la colaboracién del gobierno y la 
industria y por la gloriosa parte que una vez 
jugd Venezuela bajo el incomparable Bolivar en 
la causa de la independencia, parece sumamente 
probable que el venezolano Adriani tenia algo de 
profeta cuando en 1936 dijo: 

“Siempre ha habido en Venezuela la conviccién 
de que vamos a hacer algo grande. Habiendo 
una vez jugado una parte sumamente importante 
en la historia, nuestro pueblo guarda en su cora- 
zon de corazones un presentimiento de que hara 
grandes cosas en el futuro”’. 

Hace poco mas de un ajfio, sus jefes en enorme 
sacrificio, sefialaron el camino y ganaron la inde- 
pendencia politica para gran parte de Sur 
América. Mediante su cooperacién y colabora- 
cién con el capital extranjero es posible que sus 
lideres hoy estén sefialando el camino para la 
independencia econdmica de toda Sur América. 


WORLD PETROLEUM 
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